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Vili 


HE functions and responsibilities of the Auditor General of Canada are outlined 
in Part VII of the Financial Administration Act, R.S., c.116. 


2. Subsection (2) of section 70 of the Act states that the Report of the Auditor Gen- 
eral shall be laid before the House of Commons by the Minister of Finance on or before 
December 31 or, if Parliament is then not in session, within 15 days after the commence- 
ment of the next ensuing session. 


I am unable to complete my Report on the results of my examinations for the year 
ended March 31, 1969 within this timetable due to the circumstances I outline in para- 
graph 7, Scope of Audit, and paragraph 8, Office of the Auditor General. In order to 
reduce the delay to a minimum with respect to at least part of this Report, I am submit- 
ting it to the House of Commons in two volumes. 


Volume I, as its Table of Contents shows, contains the Introduction followed by the 
usual Summary of Expenditure and Revenue and Comments on Expenditure and Rev- 
enue Transactions. Volume II, which will be completed at the earliest date possible, will 
contain the Summary of Assets and Liabilities and my comments thereon, together with 
the sections on Crown Corporations, Departmental adage Activities and Special 
Audits and Examinations. : 


3. In accordance with the requirement of subsection (1) of section 70 of the Act, I 
now report to the House of Commons on the results of my examinations of the expendi- 
ture and revenue transactions in the year ended March 31, 1969. This subsection reads: 


The Auditor General shall report annually to the House of Commons the results of his 
examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive any 
money belonging to Canada, 


(b) any public money was not duly accounted for and paid into the Consolidated 
Revenue Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


(d) an expenditure was not authorized or was not properly vouched or certified, 


(e) there has been a deficiency or loss through the fraud, default or mistake of any 
person, or 


(f) a special warrant authorized the payment of any money, 


and to any other case that the Auditor General considers should be brought to the notice 
of the House of Commons. 


4. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1969 and the Statement of Assets and Liabilities as at that date, prepared by the Receiver 
General for inclusion in the Public Accounts, have been examined and certified by me as 


1 


2 REPORT OF THE AUDITOR GENERAL — 1969 


required by section 69 of the Financial Administration Act, subject to my comments in 
Volume I and Volume II of this Report. Copies of these financial statements are 
appended as Exhibits 1 and 2 to Volume II of this Report. The Summary of Appropria- 
tions, Expenditures and Unexpended Balances by Departments and the Summary of 
Revenue by Main Classifications and Departments, both as included in the 1969 Public 
Accounts, have also been examined and certified and copies are appended as Exhibits 3 
and 4 to Volume II of this Report. 


Standing Committee on Public Accounts 


5. At the request of the Public Accounts Committee, I gave special attention to up- 
dating my Report last year because the Committee had been unable to examine my 1966 
and 1967 Reports, which were again referred to the Committee by the House on October 
29, 1968. 


My 1968 Report was tabled on March 26, 1969 and was referred to the Public 
Accounts Committee on April 16, 1969. 


The Committee commenced its 1968-69 meetings during the First Session of the 
Twenty-eighth Parliament on October 24, 1968. It held 48 meetings up to and including 
June 19, 1969, nine of which were devoted to discussions with Treasury Board officials 
of the new form of Estimates to be introduced for 1970-71. The Committee also discussed 
my follow-up report showing the status of previous Committee recommendations and 
the following paragraphs in my 1967 Report: 


Paragraph 
No. Title 


63 Disposal of surplus plant 

94 Excessive advance payments under contracts 

97 Hydrofoil development program 

98 Expenditure on an aircraft simulator 

99 The Cosmopolitan aircraft 

101 Refit and improvement of H.M.C.S. Bonaventure 
103 The counter-mortar radar 

105 Naval architects’ fees 


106 Purchase of buses which proved to be unsatisfactory 


109 Cost of disposal of aviation gasoline reserve 
13 Additional cost of using unsuitable material 
119 Concessions made to motor vehicle manufacturers 


131 Cash discounts lost 
166 Statements requested by the Public Accounts Committee 
264 Queen’s Printer—publishing activities 
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The Committee presented the following reports to the House: 


First Report January 29, 1969 
Second Report March 6, 1969 
Third Report April 17, 1969 
Fourth Report June 20, 1969 
Fifth Report June 26, 1969 


The Committee was unable to consider my 1968 Report before the House terminated 
its First Session on October 22, 1969 with the exception of paragraph 148—Concessions 
made to motor vehicle manufacturers—which was the subject of three meetings on 
June 10, 12 and 17, 1969. It has not yet made any report to the House on its examination 
of this subject. 


Recommendations and Observations by the Standing Committee on Public Accounts 
not yet implemented or dealt with 


_ 6. My Report to the House last year included a listing of 50 recommendations and 
observations by the Public Accounts Committee which were awaiting implementation 
by the Executive or further consideration by the Committee. 


During the First Session of the Twenty-eighth Parliament, the Committee reviewed 
the recommendations and disposed of 11 of them as follows: 


Withdrawn as no longer feasible due to the efflux of time— 
Fifth Report 1964-65 
Canadian Broadcasting Corporation—Report of the Royal Commission on 
Government Organization 


Referred back to the Auditor General as due to the efflux of time they are no longer 
appropriate in their present form, or they concern areas of the Auditor General’s continuing 
responsibility— 

Fourth Report 1963 
Departmental operating activities 
Internal financial control 
Unemployment Assistance 
Fourth Report 1964-65 
Findings of the Royal Commission on Government Organization 


Sixth Report 1964-65 
National Defence administrative regulations and practices 
Unauthorized use of Crown-owned vehicles 
Discretionary awards of Service pensions 
Accounts receivable 
Tenth Report 1966-67 
Transportation on leave allowance 


Thirteenth Report 1966-67 
Municipal winter works incentive program 
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The Executive has implemented the following three recommendations: 


Sixth Report 1964-65 
Financial assistance to Town of Oromocto, N.B. 


Seventh Report 1966-67 
Advances to Canadian Corporation for the 1967 World Exhibition 


Eleventh Report 1966-67 
Central Mortgage and Housing Corporation—Statement of Net Income 


The following recommendations have been partially implemented: 


Fourth Report 1964-65 
The form and content of the Estimates 


Supporting financial information of Crown corporations and other public instrumental- 
ities requiring financing by parliamentary appropriations is now included in the Estimates. 


Sixth Report 1964-65 
Interest charges on loans to the National Capital Commission 
The National Capital Commission has received a directive from the Treasury Board with 
respect to loans for the purchase of property other than in the Greenbelt under which, 
starting with 1970-71, loans will be provided only in order to acquire, improve and service 
properties which are to be sold to other users, thereby enabling the Commission to repay 
the loans. The Commission is to provide in its future budgetary appropriations for the 
payback of loans which were used to purchase land which is not for sale. 


Indirect compensation to chartered banks 


The Department of Finance has provided information to the Committee on the following 
three points: 


(1) why it considers that an amount of $100 million should be left on deposit with the 
chartered banks free of interest; 


(2) why, if it considers that the chartered banks should be compensated for the service 
provided by them to the Government, it has not recommended that subsection (1) of 
section 93 of the Bank Act, 1953-54, c.48, be amended to permit this; and 


(3) what other means of compensating the banks for services rendered were considered 
and why they were discarded. 


Eighth Report 1964-65 
Amendments to the Customs Act and the Excise Tax Act 


Statutory sanction has been given, as recommended by the Committee, to departmental 
practices in connection with the sale of goods unclaimed at Customs, and the refunding 
of duty paid on goods diverted to use other than that for which they were imported. 


Third Report 1966-67 
Standing Committee on Public Accounts 


The present Committee was appointed for the duration of the Twenty-eighth Parliament 
Thirteenth Report 1966-67 
Parliamentary control of expenditure 


Provision has now been made for prompt consideration of the annual Main Estimates. 


In its Fifth Report 1968-69, presented to the House on June 26, 1969, the Committee 
made one additional recommendation which is capable of specific implementation but 
which has not yet been implemented. (See Appendix 1, item 37.) 
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The 37 recommendations and observations which have not been implemented or 
otherwise dealt with are listed in Appendix 1 to this Report. 


Following consideration of 36 of these recommendations, which had been referred to 
in my 1967 Report and are still outstanding, the Public Accounts Committee categorized 
them in its Fifth Report 1968-69 as follows: 


Items in Appendix 1 


Category of this Report Number 

No action as yet 3, 4, 6, 7, 11, 12, 13, 16, 20, 

22, 23, 24, 31, 35 14 
Executive has indicated disagree- 

ment with recommendation 5, 9, 17,18, 19, 21,,25, 27, 
29, 32, 33, 34 12 
Progress being made 1, 2, 8, 14, 26, 30 6 
Partially implemented 15, 36 2 
Soon to be implemented 28 1 
Action taken not satisfactory 10 1 
36 


Scope of Audit 


7. Examinations of the departmental accounts for the year ended March 31, 1969 
were made in conformity with section 67 of the Financial Administration Act which 


reads: 


The Auditor General shall examine in such manner as he may deem necessary the 
accounts relating to the Consolidated Revenue Fund and to public property and shall 
ascertain whether in his opinion 


(a) the accounts have been faithfully and properly kept, 


(b) all public money has been fully accounted for, and the rules and procedures applied 
are sufficient to secure an effective check on the assessment, collection and proper 
allocation of the revenue, 

(c) money has been expended for the purposes for which it was appropriated by 
Parliament, and the expenditures have been made as authorized, and 


(d) essential records are maintained and the rules and procedures applied are sufficient 
to safeguard and control public property. 


It has never been possible or practicable for the Auditor General to check all trans- 
actions in every department of Government. The extent or scope of his audit is similar 
to that of a commercial practitioner whereby, in accordance with accepted auditing stan- 
dards, verification is limited to such tests of the accounting records and other supporting 
evidence as the auditor considers necessary in the circumstances. 
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In addition to test verifications of this nature, the Auditor General must satisfy 
himself at all times that the systems of internal financial control throughout departments, 
agencies and Crown corporations are adequate and operating effectively. These are of 
vital importance to him because their effectiveness determines in large measure the nature 
and scope of his external audit and the extent to which he must carry out tests of the 
detailed accounting records. They are under constant survey, not only to facilitate effec- 
tive audit programming but also to ensure that there is no duplication or overlapping of 
work as between his external audit and the departmental internal audit and that both 
make their proper contribution to the effectiveness of the system. 


It must be recognized that in addition to the responsibilities of the Auditor General 
in carrying out the audit of financial transactions, as defined by the Financial Adminis- 
tration Act and in accordance with accepted auditing standards, he is also charged under 
that Act with carrying out a legislative audit. This requires that he must satisfy himself 
that transactions relating to the Consolidated Revenue Fund and to public property con- 
form to the Statutes of Canada as well as to established constitutional practice. 


When discussing the scope of the audit with the Public Accounts Committee several 
years ago, I dealt at some length with the necessity for broadening the scope of our audit 
programming because of the size and increasing complexity of government operations. It 
was a matter of concern to me then, as it is today, that the scope of the work of the Office | 
had too often to be conditioned by the limited staff available. In other words, my staff | 
available for the audit assignments had had to be spread too thinly across the jobs, a | 
situation I regarded as serious. It is a dangerous position for any audit office to be placed j 
in because it can prejudice the effectiveness of its work. It is with regret that I must | 
advise the House that the Office is still in this serious position and will remain in this | 
position as long as it is handicapped by insufficient staff. Details of this and other factors | 
contributing to this situation are discussed under the heading of Office of the Auditor | 
General (paragraph 8). 


At that same time I recorded my recognition of the important pre-audit work | 
being carried out by the staff of the Comptroller of the Treasury. His staff then numbered | 
some 4,650 of which 230-odd comprised the Audit Services Bureau largely examining cost — 
records of contractors engaged on government work. The bulk of the Comptroller’s staff | 
consisted of Treasury officers controlling the expenditures of the various government — 
departments. Their work, however, did not normally extend to the Crown corporations. 
The Comptroller’s operations were essentially of an internal control and internal auditing | 
nature within the executive branch of the Government. I explained to the Public | 
Accounts Committee how their competence and effectiveness enabled the Auditor Gen- | 
eral to place considerable reliance on their work in determining the scope of his own 
auditing work. However, it remained the responsibility of the Auditor General on behalf 
of Parliament to determine the extent of his own work and to satisfy himself that the 
overall system of internal control throughout all government agencies operated effectively. | 
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In my Report last year, when commenting on the control of public expenditure, I 
referred to the growth in the size of government since the Royal Commission on Govern- 
ment Organization completed its reports and to the steps the Government has taken to 
improve its management and other techniques to meet the demands of its expanding 
organization. The cost of this in terms of staff and related office needs has been reflected 
in increasing budgetary expenditure since 1963. When the Royal Commission completed 
its work in 1963 the cost of administration in the Government was at the level of $1,000 
million per annum. It is noteworthy that the comparable figure now estimated to be 
required for 1969-70 is over $2,000 million, an increase of 100% over the past seven years. 
The numbers of employees authorized and on strength in all of the departments, Crown 
corporations and other instrumentalities comprising government organization as at March 
31, 1969 are set forth in Appendix 3 to this Report. 


This growth in government organization has severely taxed the limited facilities of 
my Office in its efforts to maintain acceptable auditing standards. The number of depart- 
ments, Crown corporations and other instrumentalities has increased from 56 in 1963 to 
65 in 1969, while the total authorized staff of these bodies increased from 340,000 to 
380,000 during the same period. In addition, the number of non-corporate boards, per- 
manent commissions and other agencies increased from 30 in 1963 to 33 in 1969. Organi- 
zational changes during this period have resulted in 12 former departments and agencies 
being superseded by 24 new departments, Crown corporations and agencies, some of which 
have established large numbers of regional offices across the country. As a consequence, 
the number of locations requiring specific audit attention from this Office has increased by 
nearly 400 or 15% during the six-year span. Legislation introduced in Parliament during 
the past year with respect to such bodies as the Freshwater Fish Marketing Corporation, 
the International Development Research Centre of Canada, the Standards Council of 
Canada, the Canadian Saltfish Corporation and the Company of Young Canadians 
will place further responsibilities on the Auditor General. 


, With effect from April 1, 1969, the Financial Administration Act was amended to 
abolish the Office of the Comptroller of the Treasury and to provide for the transfer to 
government departments of the responsibilities for pre-audit and commitment control. 
This legislation, which implemented one of the recommendations made by the Royal 
Commission on Government Organization in 1962-63, is sound since it places the respon- 
sibility for pre-audit and commitment control where it belongs—on the operating man- 
agements. 


It must be recognized, however, that with this transfer an important change has 
taken place. The departments are now responsible for pre-auditing their own transactions 
instead of having the pre-auditing done independently by an outside control agency such 
as formerly existed under the Comptroller of the Treasury. My officers have been keeping 
in close touch with this situation throughout the transition: period because of the addi- 
tional responsibility which the elimination of this independent pre-auditing places on the 
Auditor General who must now extend the scope of his external audit programming 
accordingly. 
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In a recent survey we have found that only 18 of the 43 departments affected appear 
to have within them effective operating internal audit groups, leaving 30 which have not 
yet made suitable arrangements. No doubt many of these will call on the newly formed 
Department of Supply and Services for assistance. 


I have had these developments and changes under the closest study because the 
Auditor General must, like any auditor placed in a similar position, be receptive and 
ready to adapt himself to change and thus be able to assure his client that there will be 
no diminution either in the quality or effectiveness of his work. I have therefore examined 
the scope of our audit programming at length with my Directors in face of these changes 
and new responsibilities. 


The findings of this survey prove conclusively that the Office must enlarge the scope 
of its audit coverage in practically all areas if the Auditor General is to make an effective 
evaluation of the manner in which the departments are carrying out their new responsi- 
bilities and at the same time maintain the present standard of his work. Several of the 
situations mentioned this year under Comments on Expenditure and Revenue Trans- 
actions bear this out. This additional substantial burden on the Office makes it impera- 
tive that additional staff be made available to it. Not only is it essential that the staff 
establishment of the Office, presently frozen by the Treasury Board at 239, be increased 
to 250 and all the positions filled by March 31, 1970, but that at least 40 additional 
positions be made available to the Office and filled beginning April 1, 1970. 


Our examinations during the past year have covered all departments, Crown corpora- | 


tions and other agencies of the Government of Canada excepting those corporations and 
other instrumentalities whose accounts are subject to examination by other auditors. 
Members of the staff of the Audit Office, during the course of their work, were given full 
access to all vouchers, records and files of the various departments, Crown corporations 
and other agencies. In addition, they were readily provided with all supplementary infor- 
mation and explanations required. I should like to express my appreciation for the co- 
operation thus extended by departmental and Treasury officers and by the administrative 
and accounting officers of Crown corporations and other agencies. 


Office of the Auditor General 


8. The Public Accounts Committee has had the functions and operations of the | 
Audit Office under review for many years. As a consequence the Committee has made a 
number of recommendations to the House designed to ensure the independence of the 
Office as well as to improve parliamentary control of public funds. The recommendations 
in question are set out in Appendix 1, items 5, 17, 18, 19, 20 and 33. 


One of these recommendations dating back to 1960 was reiterated by the Committee 
in its Third Report 1966-67: 


It continues to be the opinion of the Committee that it is fundamental that the Office 
of the Auditor General of Canada be strong, capable, efficient and equipped to operate in 
accordance with the high standards of independence and objectivity expected of professional 
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accountants. The Committee has been particularly pleased to note in this connection that 
the Office was recently accorded the right by the Institutes of Chartered Accountants of 
Quebec (1964) and Ontario (1966) to article students-in-accounts. 


The Committee believes that, as an officer of Parliament, the Auditor General should 
have the right to recruit the professional and senior staff he needs, in the same independent 
manner as do other officers of Parliament and that the Auditor General’s establishment be 
set in the same manner as government departments. 


My Office has a staff strength of 233 at this time. It is a small office in relation to 
similar offices in the British Commonwealth. For example, the Australian Audit Office 
has a staff strength of approximately 540. As I have already shown under Scope of 
Audit, I believe a staff of 290 to 300 should meet Canada’s requirements under existing 
conditions. 


The members of the staff of my Office are dedicated public servants who are devoting 
their careers to its service. More than one-third of the auditing staff, 80 in number, are 
qualified Chartered Accountants, Certified General Accountants or Registered In- 
dustrial Accountants, qualifications which in many instances have been obtained as a 
result of extra study after hours. As the Public Accounts Committee noted in 1966, the 
Office of the Auditor General was accorded the right a few years ago by the Institutes 
of Chartered Accountants of Quebec and of Ontario to article students-in-accounts, an 
arrangement of which advantage is being taken by the junior members of the staff. 


I have advised the House over the past several years that the failure of the Executive 
to heed the recommendations of the Public Accounts Committee concerning my Office 
has continued to impose a severe handicap on the Office in its efforts to meet the standard 
set by the Committee in its report to the House. Furthermore, this failure has also 
resulted in the unsatisfactory situation I have described under Scope of Audit due to the 
continuing shortage of staff. 


Because of the requirement of section 65 of the Financial Administration Act that 
“such officers and employees as are necessary to enable the Auditor General to perform 
his duties shall be appointed in accordance with the provisions of the Public Service 
Employment Act”, the Office must rely on the Public Service Commission for the recruit- 
ment of its staff. Neither the members of previous Public Accounts Committees nor 
I have considered this to be satisfactory for the principal reason that a conflict of interest 
arises. The Auditor General should not be required to rely for his staff needs on an 
agency he must examine and on which he must be free to report to the House. 


The Public Service Commission has for many years been unable to recruit sufficient 
staff of the calibre required to bring the Office up to its establishment figure as approved 
by Parliament. This, together with the problems caused by the Treasury Board’s reclas- 
sification of my staff positions, is seriously interfering with the efficient discharge of 
our professional work. 
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Another unfortunate consequence of this situation is that the pressures of our 
professional work preclude many of my officers, particularly the senior ones, from 
participating as fully as they should in the opportunities being offered by the Government 
to its employees in the fields of bilingual training, advanced management courses, elec- 
tronic data processing training, auditing research, and rotation in other areas of govern- 
ment service. I believe that, as a group, my senior officers possess an accumulation of 
knowledge and experience of governmental and parliamentary practices, procedures and 
legislation unrivalled on the Canadian scene. In my opinion this represents an asset 
which it is in the interest of Canada to maintain and strengthen. 


My estimated staff requirement for the current year 1969-70 totalled 250 employees 
for which Parliament approved the funds on June 27, 1969. On August 8, 1969 the 
Treasury Board advised me that by Cabinet Decision the maximum allowable strength 
of my Office at March 31, 1970 was to be reduced to the figure of actual strength on 
July 31, 1969, which was 236. On September 26, 1969 I requested the reinstatement of 
my staff position to the figure of 250 and furnished the Board with a detailed justification 
for this request. On October 1, 1969 the Deputy Secretary of the Board advised me 
that “the Board did not feel that the Office’s total request for manpower could be 
considered to fall within the scope of the Cabinet Decision of July 30 concerning the size 
of the Public Service in 1969-70 and 1970-71”. The establishment figure of 250 was 
therefore reduced to a new ceiling of 239 which took into account two outstanding job 
offers. The actual staff strength at December 31, 1969 was, however, only 233. 


It is the responsibility of the Auditor General to determine the extent and scope 
of his work for Parliament. By reducing his staff below the figure which Parliament 
has authorized, the Executive places itself in the position of limiting the scope and 
consequently the effectiveness of his work in the discharge of his statutory responsibilities. 
It is my view that this is not only contrary to the Financial Administration Act but 
wholly inconsistent with the intent and wishes of Parliament. 


I have discussed this from time to time with the Minister of Finance and the 
President of the Treasury Board and explained how my officers and I are doing our 
best each year to live with this state of affairs by rearranging and postponing work 
programming, which we have done to such an extent that it has resulted in serious 
delays in the preparation of many of my reports, particularly those to the House. This 
has thrown an unreasonably heavy burden on my Office, particularly on its small cadre 
of senior officers to the detriment of their performance and of their health. 


Problems such as these give rise to continual argument with officials of departments 
whose work the Auditor General must examine and be free to report on to the House. 
Thus a conflict of interest arises which can inhibit both the independence of the Auditor 
General and the efficient discharge of his work for Parliament. 


Proposed Auditor General of Canada Act 


9. As has been stated in the preceding section, the Public Accounts Committee has 
had the functions and operations of the Audit Office under review for many years and 
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has made a number of recommendations to the House designed to ensure the independence 
of the Office as well as to improve parliamentary control of public funds. 


In its Third Report 1966-67, the Committee made a series of recommendations 
concerning the Office of the Auditor General one of which read as follows: 

The Committee is of the opinion that all of the characteristics, duties and functions 
of the Office of the Auditor General should be set out in a separate Act of Parliament 
governing this Office instead of being a part of the Financial Administration Act. 

The Committee is requesting the Auditor General to consult his legal advisers and to 


co-operate with them in drafting such an Act for submission to the Committee and to 
the Government. 


In accordance with the Committee’s request, I consulted with my legal advisers 
and co-operated with them in drafting an Act for submission to the Committee and to 
the Government. As I have advised the House in previous Reports, I submitted the draft 
Act to the Chairman of the Committee and to the Minister of Finance on February 20, 
1967. Its text is reproduced as Appendix 2 to this Report. However, the Committee has 
not yet completed its consideration of this draft legislation. 


During the past year the Federal Legislation Committee of the Canadian Institute 
of Chartered Accountants reviewed the operations of my Office as a prelude to its 
examination, clause by clause, of the proposed Auditor General of Canada Act. I under- 
stand this Committee subsequently reviewed its findings with individual practising 
members of the Canadian Institute of Chartered Accountants, with Provincial Auditors 
and with officials of a number of Crown corporations. On December 19, 1969 the Canadian 
Institute forwarded its comments on this proposed legislation to the Prime Minister 
and to the Chairman of the Public Accounts Committee. 


In view of the situation with which my Office is faced at this time, I believe that 
the preamble given by the Canadian Institute of Chartered Accountants in its comments 
on this proposed Act will be of special interest to the members of the House: 


As a servant of Parliament, the Auditor General of Canada’s duties, responsibilities, 
powers and administrative provisions should, in our view, be regulated by a separate and 
distinct Act of Parliament. 


The Auditor General is appointed by the Governor in Council to ensure that the will 
of Parliament is fully carried out in financial matters. The independent appraisals the 
Auditor General makes for Parliament are a review of the manner in which government 
departments discharge their financial responsibilities and of the effectiveness of their control 
systems, including internal audit. 


The Government’s annual budget is now in excess of $10 billion; there are over 350,000 
employees in over 85 departments, Crown corporations and other instrumentalities; the 
Government is a 50% partner in tax-paying businesses and industries; and it has financial 
relationships with the ten provinces and many other governments throughout the world. 
These factors, plus the recent reorganization of the Government’s accounting system whereby 
each department is now responsible for the pre-audit of documents before they are sub- 
mitted for payment, all tend to make the role of the Auditor General more important and 
more difficult than ever. 
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To do justice to this heavy responsibility, the Auditor General and his staff must be 
truly independent, answering only to Parliament; they must be free from interference, 
improper pressures and recriminations. Also, the Auditor General must be free to select and 
appoint his own staff. As a specialist, he gathers, evaluates and reports the information 
which, based on his professional judgment, he believes is wanted or needed by Parliament. _ 
His judgment should be informed judgment based on a continuous dialogue with govern- 
ment departments. 


It is now over three years since the Public Accounts Committee requested that | 
this draft Act be prepared. I hope it will be possible for the Committee to examine it at 
an early date and to examine witnesses from the Canadian Institute of Chartered 
Accountants and other interested persons. It is my considered opinion, based on my 
experience in the Office, that it can only be through the means of a separate and distinct 
Act, as proposed by the Public Accounts Committee and now endorsed by the Canadian 
Institute of Chartered Accountants, that the Auditor General of Canada can function 
in the best interests of the Parliament of Canada. 
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Summary of Expenditure and Revenue 


10. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1969, prepared by the Receiver General for inclusion in the Public Accounts and certified 
by the Auditor General as required by section 64 of the Financial Administration Act, 
is reproduced as Exhibit 1 to Volume II of this Report. The Statement shows expenditure 
of $10,767 million, revenue of $10,191 million and a deficit of $576 million for the year. 
By comparison, there were deficits of $795 million in the preceding year and $422 
million in 1966-67. 


Expenditure 


11. The Summary of Appropriations, Expenditures and Unexpended Balances by 
Departments for the fiscal year ended March 31, 1969, as published in the Public 
Accounts, is reproduced as Exhibit 3 to Volume II of this Report and shows appropria- 
tions of $10,945 million, expenditures of $10,767 million and unexpended balances 
totalling $178 million. 


12. Of the $10,945 million of appropriations available for expenditure in the year, 
$4,961 million was provided by statutory authorities and $5,936 million was granted by 
Appropriation Acts (Nos. 2, 3 and 4 of 1968 and No. 1 of 1969) while $48 million remained 
available from continuing 1967-68 appropriations. 


Of the $10,767 million of expenditures during the year, $4,961 million (46%) was 
incurred under statutory authorities, with $5,806 million (54%) being spent under the 
authority of appropriations granted for the year and continuing appropriations of the 
previous year. 

Of the $178 million of unexpended balances at the year-end, $172 million lapsed 
in compliance with section 35 of the Financial Administration Act and $6 million 
pertaining to the following departments and votes remained available for expenditure 
in 1969-70 because of the special wording of the appropriations: 


Department Vote Particulars Amount 
Fixternal Asfairansss quis oss: 0 ne osu os 35 International food aid program......... $ 2,295,000 
(1967-68) 35 Italian earthquake relief............... 99 ,000 
Indian Affairs and Northern Devel- 
DORI Gs cha oa) eee Bias Suehiey 4d 30 Northern mineral development assist- 
alice grants!) . <5 4s eee ee 517,000 
Manpower and Immigration....... 6 Municipal winter works incentive pro- 
gram. Oss. Ua Than eee Ladies neds 500 
Regional Development (1967-68)... 100 Housing and mobility assistance........ 490 ,000 
Secretary of State? .1:.......000.. 1 Task force on educational broadcasting... 154,000 
2 Construction or acquisition of buildings, 
works, land and equipment—National 
Arta Contre spools .. ih). Se) eee ss 2,611,000 


$ 6, 166, 500 
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13. The lapsed balances of $172 million represented 2.9% of the $5,984 million 
provided under Appropriation Acts. This was after transferring a total of $40 million 
between votes with parliamentary authority, thus reducing by $40 million the amount 
which would otherwise have lapsed at the year-end and as a consequence the Supply 
that Parliament would otherwise have been asked to provide. An additional $120 million, 
the balance remaining at the year-end, in Treasury Board Vote 5, Contingencies, was 
transferred from the Vote with parliamentary approval as a reserve to be used for the 
payment of salary increases with respect to the 1968-69 and previous fiscal years. In the 
preceding year lapsed balances totalled $190 million (3.2%). In the following cases 
the lapsed balances represented more than 10% of the appropriations under the 
Appropriation Acts: 


Lapsed 
Appropriations Amount % 
Justice: tbc merre et Ae. NT. Wo. ae: ae $ 5,894,000 $ 1,363,000 23 
Industry,:s rade and.Commerce, o5 ci). Aus. 3% \ aurea has he ed 163 , 369 , 000 30 , 638 , 000 19 


14. The following summary compares expenditure for the fiscal year 1968-69 with 
that of the previous year: 


Increase 
(Decrease) 
1968-69 1967-68 Amount % 
SIN CUCU OU Wee Bt eta a ares als $ 286 , 880 , 000 $ 276,467,000 $ 10,413,000 3.8 
Communications............. 354 , 548 , 000 316,347,000 38, 196,000 121 
Consumer and Corporate Af- 
faire ees kee. ALTE EREE 13,753 , 000 12,872,000 881 , 000 6.8 
Energy, Mines and Resources. . 179 , 692 ,000 203 , 370 , 000 (23,678,000) (11.6) 
Fixteria Anais oo pes sess 226,116,000 215,749,000 10 ,367 ,000 4.8 
PanaCewriery os ce. ss pice ew 2,420 , 665,000 2,120,917,000 299 , 748,000 14.1 
Fisheries and Forestry........ 79,046 , 000 73,797 ,000 5,249,000 al 
Governor General and Lieu- 
tenant-Governors.......... 1,039,000 1,021,000 18,000 1.8 
Indian Affairs and Northern 
Development. 5.464 <0. FR 266 , 993 , 000 231, 436 ,000 35,557,000 15.4 
Industry, Trade and Commerce 203 , 889 ,000 186 , 394,000 17,495 ,000 9.4 
WeRtICO Tee rc ct ets ee et 16,931,000 15,354,000 1,577,000 10.3 
TSR OUNS a A Ra Sho, ase oy 136 , 598 ,000 118,030,000 18 568,000 1552 
Legisthture aes ea go 18, 587 ,000 18 ,306 ,000 281,000 1.5 
Manpower and Immigration. fy. 416,115,000 417,867,000 (1,752,000) (.4) 
National Defence............. 1,760,796 ,000 1,751,598, 000 9,198,000 5 
National Health and Welfare...  1,668,740,000 1,508, 717,000 160 , 023 , 000 10.6 
National Revenue............ 119,971,000 115,058 , 000 4,913,000 4.3 
Privy Councilaaiivepavid Je 9,270,000 11,025,000 (1,755,000) (15.9) 
Public Works@eeuees 22, Fete: 284,771,000 290 , 800 , 000 (6,029,000) (2.1) 
Regional Development........ 180 , 790 , 000 159,574,000 21,216,000 13.3 
Secretary of State............ 522,569,000 365 , 944 , 000 156 , 625 ,000 42.8 
policitor General............. 165, 938 , 000 153 , 460 , 000 12,478,000 8.1 


SUMMARY OF EXPENDITURE AND REVENUE 15 


Increase 
(Decrease) 
1968-69 1967-68 Amount % 
Supply and Services.......... $ 65, 702,000 $ 64,353 ,000 $ 1,349,000 2.1 
UDGREE (CC eee a 508 ,060 , 000 535, 278,000 (27,218 ,000) (5.1) 
LCST A fs A 432,215,000 259 , 532,000 172,683 ,000 66.5 
Weverane AtAITS: ...- 05.0. k 427 , 580,000 400 , 815,000 26 , 765 , 000 6.7 
$ 10, 767,249,000 $ 9,824,081 ,000 $ 943,168,000 9.6 


Nore: Appropriation Act No. 4, 1968, 1968-69, c.11, authorized the Department of Communications 
to credit revenue to its administration, operation and maintenance vote and the Department of 
Transport to credit revenue to the administration, operation and maintenance votes for Marine 
Services and Air Services, instead of recording it as non-tax revenue. For purposes of com- 
parison, the expenditure figures for the previous year have been adjusted. 


In the following paragraphs attention is drawn to significant increases or decreases 
in expenditure charged to individual appropriations or groups of appropriations. 


15. Agriculture. Increases in this Department included an increase of $2.2 million 
(58%) in the amount paid to the Farm Credit Corporation to help meet its annual 
operating loss. Decreases included a reduction of $5.4 million (45%) in payments of 
premiums on high quality cheese and on high grade hog and lamb carcasses. 


16. Communications. The expenditure of the Post Office increased $40 million (13%) 
due mainly to an increase of $37 million (18%) in salaries and allowances. 


17. Energy, Mines and Resources. The net decrease in expenditure included decreases 
of $30 million (89%) in payments in connection with the movement of coal, a program 
that is being phased out, $4.2 million (61%) in contributions to the provinces towards 
the construction of dams and other works, and $1.9 million (69%) in contributions 
to the provinces to assist in the development of roads leading to resources. 


18. External Affairs. The expenditure of the Canadian International Development 
Agency increased by $6.7 million (5%) due mainly to an increase of $5.7 million (4.8%) 
in economic, technical, educational and other assistance. 


19. Finance. An increase of $1,521 million in outstanding bonds and treasury bills 
largely accounted for an increase of $179 million (14%) in public debt charges. Subsidies 
and other payments to the provinces increased by $130 million (18%) and disbursements 
under the Canada Student Loans Act, 1964-65, c.24, increased by $4.1 million (70%). 
There was a decrease of $15 million (87%) in forgiveness of indebtedness under the 
Municipal Development and Loan Act, 1963, c.13, resulting from the phasing out of 
the program. 


20. Fisheries and Forestry. Major variations included an outlay of $6.5 million in 
1968-69, to recoup the Fisheries Prices Support Account for losses to March 31, 1969, for 
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which there was no counterpart in 1967-68, and a decrease of $4.5 million (52%) in 
the payment of grants, contributions and subsidies in respect of the construction of 
fishing vessels and assistance to producers of salted fish. 


21. Indian Affairs and Northern Development. Increases in expenditure included: 
$18 million (19%) for administration, operation and maintenance of the Indian Affairs 
Branch, and $5.6 million (16%) for the Northern Development Branch; $2.4 million 
(25%) in payments to the Governments of the Yukon Territory and the Northwest 
Territories; $1.3 million (46%) in northern mineral development assistance grants; 
and $5 million (26%) in costs of administration, operation and maintenance of national 
parks, historic sites and monuments, and wildlife resources. 


22. Industry, Trade and Commerce. There was a net decrease of $4.3 million (4.7%) 
in the expenditure of the Industry component of this Department. Capital subsidies 
for the construction of commercial and fishing vessels declined $17 million (48%) largely 
due to a reduction in the rates of subsidies and in the number of trawlers built. Grants 
to industry, as incentives for the expansion of scientific research and development in 
Canada, totalled $20 million in 1968-69 compared with $2.1 million in 1967-68, the 
year in which the program commenced. 


Expenditure of the Trade and Commerce component increased by $20 million (27%) 
which included increased carrying costs of temporary wheat reserves, $19 million (60%), 
and payments to the Canadian Wheat Board with respect to sales of wheat below 
minimum prices determined by the Governor in Council, $4.4 million (168%). There 
was a reduction of $4.6 million (66%) in the cost of Canada’s participation in world 
exhibitions and there was no counterpart in 1968-69 for the grant of $1.4 million made 
in 1967-68 to the Pacific National Exhibition. 


23. Labour. Canada’s contribution to the Unemployment Insurance Fund is a fixed 
percentage of the total employee-employer contributions. As a result of an amendment 
(1967-68, c.83) to the Unemployment Insurance Act, 1955, c.50, which, effective June 30, 
1968, extended coverage to more employees and established higher contribution rates, 
Canada’s contributions to the Fund increased by $17 million (25%). 


24. Manpower and Immigration. The phase-out of the technical and vocational 
training program resulted in a reduction in payments to the provinces of $83 million 
(96%) and the phase-out. of the municipal winter works incentive program resulted in 
a reduction of $9 million (29%). Capital assistance in the provision. of training facilities 
for adult occupational training decreased by $13 million (11%). Increases included $52 
million (94% ) in training allowances, $32 million (65%) in the cost of training purchased 
under the occupational training program, $1.5 million (59%) in payments to the 
provinces to carry out vocational rehabilitation of disabled persons, and $1.2 million 
(40% ) under the manpower mobility program. 
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The increase in expenditure of the Immigration component of the Department 
included $6.2 million for the education of Czechoslovakian refugees coming to Canada 
and $2.3 million for their accommodation and incidental expenses for which there was 
no counterpart in the preceding year. 


25. National Defence. There was an increase of $32 million (44%) in the amortization 
of the actuarial deficiency in the Canadian Forces Superannuation Account. A net 
reduction of $20 million (1.3%) in expenditure for Defence Services comprised a decrease 
of $42 million (15%) in construction or acquisition of buildings, works, land and major 
equipment offset by increases of $17 million (1.4%) in operation and maintenance, and 
$5 million (40%) in development. 


The Department’s expenditure of $1,761 million does not include $25 million 
expended from the Department’s Surplus Crown Assets Account established by Vote 48, 
Appropriation Act No. 2, 1966, 1966-67, c.3, into which are paid revenues received from 
the sale of surplus buildings, works, land, material, supplies and equipment. 


26. National Health and Welfare. The increase in expenditure comprised $154 
million (10%) in departmental expenditure and $6 million (31%) in the amount 
expended by the Medical Research Council on scholarships and research grants. The 
major increases in departmental expenditure were in respect of contributions to the 
provinces under the following programs: $93 million (20%) pursuant to the Hospital 
Insurance and Diagnostic Services Act, 1957, c.28 ; $33 million pursuant to the Medical 
Care Act, 1966-67, c.64, for which there was no counterpart in 1967-68; and $26 million 
(11%) pursuant to the Canada Assistance Plan, 1966-67, c.45, and the Unemployment 
Assistance Act, 1956, c.26. There was a decrease of $5.5 million (62%) in contributions 
to the provinces under the old age assistance program due to the transfer of recipients 
to other programs. 


27. Public Works. The cost of accommodation services increased $35 million (26% ) 
as a result of increases of $6.8 million (25%) in building rentals and $5.2 million (9.4%) 
in other costs of maintenance and operation of public buildings and grounds, and of 
$23 million (47%) in the construction and acquisition of, and major repairs and improve- 
ments to, public buildings. Expenditure on construction, acquisition, major repairs and 
improvements in respect of harbours and river works decreased $13 million (37%). The 
costs of roads, bridges and other engineering services declined $30 million (86%) which 
included a $29 million (44%) decline in expenditure on the Trans-Canada Highway. 


28. Regional Development. Expenditure on projects and programs under the Agri- 
cultural and Rural Development Act (ARDA), 1960-61, c.380, and from the Fund for 
Rural Economic Development increased by $9 million (27%). Costs of irrigation and 
water storage projects in the western provinces decreased by $3.4 million (28%). The 
Cape Breton Development Corporation, which was established on October 1, 1967 to 
promote and assist the financing and development of industry on the Island of Cape 
Breton, was provided with $80 million during 1968-69, its first full year of operation, 
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compared with $1.7 million in 1967-68. There was no counterpart in 1968-69 for the pay- 
ment of $11 million in the previous year into the Area Development Account. 


29. Secretary of State. Payments to the provinces for post-secondary education 
increased by $169 million (156%) and the grant to the Canada Council by $3.7 million 
(22%). For the election of June 1968, the Office of the Chief Electoral Officer incurred 
expenditure of $13 million compared with $600,000 in 1967-68. There was a reduction 
of $6 million (80%) in expenditure on the National Arts Centre, and payments to the 
Company of Young Canadians decreased by $542,000 (22%). Although the Centennial 
Commission ceased to exist on April 1, 1968, expenditure of $179,000 incurred in closing 
out its affairs was charged to a 1968-69 appropriation. In comparison, $31 million was 
charged to parliamentary appropriations in 1967-68, $13 million of which was credited 
to the Centennial of Confederation Fund. 


30. Solicitor General. There were increases of $8 million resulting from a pay increase 
to the Royal Canadian Mounted Police retroactive to July 1, 1967, and $4.9 million 
(52%) in contributions to the Royal Canadian Mounted Police Superannuation Account. 
There were decreases in the cost of construction or acquisition of buildings, works, land 
and equipment, amounting to $3.8 million (88%) for the Royal Canadian Mounted 
Police and to $9.3 million (40%) for Correctional Services. 


31. Transport. There was a decrease of $25 million (28%) in respect of Railways 
and Steamships, of which $14 million (59%) related to the construction or acquisition 
of coastal ferries, docks and terminals and $6.4 million (11%) to the deficits arising 
from the operation of the national railway system and ferry and terminal services. 
There was also a decrease of $32 million (26%) in payments to railway and transportation 
companies pursuant to the provisions of the National Transportation Act, 1966-67, c.69. 
The cost of Air Services increased $18 million (14%), primarily for construction or 
acquisition of buildings, works, land and equipment. Reimbursement of Central Mortgage 
and Housing Corporation for expenditure on housing research, community planning 
and other projects increased $6.6 million (29%). 


32. Treasury Board. Treasury Board Vote 5b, Appropriation Act No. 1, 1969, 
1968-69, c.23, established a reserve to be used for the payment of salary increases with 
respect to the 1968-69 and previous fiscal years. As a result, the Treasury Board was 
charged with an expenditure of $120 million, which was credited to “Undisbursed bal- 
ances of appropriations to special accounts”. There was no comparable expenditure in 
1967-68. Contributions to the Public Service Superannuation Account increased by $31 
million (26%). 


Expenditure of the National Research Council of Canada increased by $17 million 
(17%) over the previous year. The increase was mainly accounted for by increases in 
scholarships and grants in aid of research, $14 million (80%), and administration, oper- 
ation and maintenance, $6.3 million (15%), offset by a decrease in construction or 
acquisition of buildings, works, land and equipment, $4 million (44%). 
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33. Veterans Affairs. An increase effective January 1, 1968 of approximately 15% 
in the rates of pensions for disability and death increased these payments by $18 million 
(8.6% ). Treatment Services increased by $10 million (17%) mainly because of increased 
salary rates to hospital personnel. 


34. Royal Commissions under Part I of the Inquiries Act. Expenditure during 
1968-69 and the cumulative expenditure of the existing Royal Commissions from the 
respective dates of establishment to March 31, 1969 were: 


Number of 
employees at 
Date of March 31, Expenditure Cumulative 
establishment 1969 during year expenditure 
Royal Commission on: 
EEXAOLE SCC ee es et Sept. 25, 1962 $ 9,000 $ 3,546,000 
HMOUREC oS orc ee ee. Nov. 1, 1962 11 193 ,000 1,141,000 
Bilingualism and Biculturalism. July 19, 1963 54 893 , 000 7,860,000 
Harm Machinery, (0: Jag. May 26, 1966 23 500 , 000 1,053 ,000 
Security Procedures........... Nov. 16, 1966 145 ,000 444 000 
The Status of Women...... .. Feb. 16, 1967 12 556 , 000 1,084,000 
100 $ 2,296,000 $ 15,128,000 


Revenue 


35. The Summary of Revenue by Main Classifications and Departments for the fiscal 
year ended March 31, 1969, prepared by the Receiver General for inclusion in the Public 
Accounts and certified by the Auditor General, is reproduced as Exhibit 4 to Volume II 
of this Report. The Summary shows tax revenue accounting for $8,986 million of the 
total revenue of $10,191 million. 


36. The following table summarizes the revenue, by principal sources, for the past 
three years: 


1968-69 1967-68 1966-67 
Tax revenue— 

Paérsonalancome tax... Ses see oF SRD $ 3,356,481,000 $ 2,849,574,000 $ 2,473,820,000 
Corporation Income tak. «66. <agVe+.5°.!. 2 ,030 ,040 , 000 1,670, 589,000 1, 593 , 225,000 
Income tax on dividends, interest, etc., 

Borme SDLCAd Gy. eee Saat e, 205 , 566 ,000 220 , 472,000 203 , 621,000 
Social development tax................ 63 ,000 , 000 os — 
Olle CON Al eet weit lane Me tht 5 yk pes 1,569, 841,000 1,601,093 ,000 1,513, 566,000 
Excise taxes (other than sales tax)...... 377 , 865,000 337 , 048 ,000 315,581,000 
Customs import duties: 200. 0.0...45. 761 , 681,000 746 , 437 ,000 777 , 586 , 000 
Excise dutiess. list aer, oe.) We One 509 , 288 ,000 488 , 554,000 460 , 980 ,000 
tReet eee 112,377,000 102,192,000 101,106 ,000 
i nermtax TOVeNUG. ...c..6c 46 cow ay ee a 250 , 000 303 , 000 170,000 


8,986,339,000  8,016,262,000 7,439,655 ,000 
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1968-69 1967-68 1966-67 
Non-tax revenue— 
Return on investments................ $ 695,099,000 $ 612,275,000 $ 519,140,000 
Net postal revenue «. saws eee dos 310,625 , 000 281 , 646 , 000 253 , 343 ,000 
Other non-tax revenue................ 199,073 ,000 119,122,000 107,118,000 
1,204,797,000  1,013,043,000 879,601,000 


$ 10,191,136,000 $ 9,029,305,000 $ 8,319,256,000 


Norte: In 1967-68 and 1968-69 costs recovered by the Royal Canadian Mounted Police were credited 
to the administrative vote of the Force under authority of Appropriation Act No. 3, 1967, 
1966-67, c.86, and Appropriation Act No. 4, 1968, 1968-69, c.11, instead of being recorded as 
non-tax revenue. In 1968-69 revenue from services provided by the Department of Communica- 
tions and by the Marine Services and the Air Services of the Department of Transport was 
credited to the related appropriations, under authority of Appropriation Act No. 4, 1968, 
instead of being recorded as non-tax revenue. For purposes of comparison, the revenue figures 
for the previous years have been adjusted. 


37. The increase of $507 million (18%) in personal income tax was due principally 
to higher levels of personal income and the surtax of 3% on the basic tax in excess of 
$200 applied in respect of tax imposed on 1968 and 1969 income. The increase of $359 
million (22%) in corporation income tax was due to the advance in the dates for 
payment of instalments in accordance with section 13 of An Act to amend the Income 
Tax Act, 1968-69, c.44, to the termination of the accelerated depreciation programs, to 
the three-year curtailment of capital cost allowances for certain classes of assets purchased 
between March 30, 1966 and April 1, 1967, and to the imposition of a temporary surtax 
of 3% on corporation income. The estimate of the yield from the social development 
tax, 2% on taxable income with a maximum of $120 per annum, had no counterpart in 
previous years, being first applied in respect of 1969 income in accordance with section 
27 of An Act to amend the Income Tax Act, 1968-69, c.44. Sales tax revenue decreased 
by $31 million (1.9%) reflecting the cancellation in. 1967-68 of the sales tax on production 
machinery and on drugs. The $41 million (12%) increase in excise taxes (other than 
sales tax) was largely due to the increase in excise taxes on tobacco products effective 
December 1, 1967. The increase of $21 million (4.2%) in excise duties was due mainly 
to increased rates of duty on spirits and beer effective December 1, 1967. 


38. The amounts shown for income taxes and sales tax do not include collections 
of taxes levied under the Old Age Security Act, R.S., c.200. These taxes, which amounted 
to $1,626 million ($915 million on personal income, $183 million on corporation income, 
and $528 million on sales), were credited to the Old Age Security Fund. The increase 
of $131 million (8.8%) over the 1967-68 collections of $1,495 million was due primarily 
to higher levels of personal income. 


years: 


MSE Lea pple ahs eR kad ede | oP EMR) ge 
Television sets and tubes................ 0002 eee 
Toilet articles and preparations...................+. 
rami achUred tODRCCO oo hic. as ee RRO ten ees 
| Phonograpus, radiosiand tubesia. ee eet gtinie 
\] Jewellery, clocks, watches, chinaware, etc........... 


in the following table: 


ASIPATOUUGS. WO. ela ak Piette Alot atl. Mellin. SEO: 
a a a a 


years: 


Central Mortgage and Housing Corporation........ 
BARN VE ALAA ON Gh Le el lolatee a a Sate od a Meld ae AS be 8 8 
Pachange Fund Accounth? sie oo reas oes os 
Pact COCIb MK OTOLR OM ia, a appl fetice «die atinarieeartel a's 
Canadian National Railways..................0085 


Wererane 2000 ACE IOANS he. oie cd nic Laces wosale <s 
Municipal Development and Loan Act............. 
The St. Lawrence Seaway Authority............... 
Export Credits Insurance Corporation.............. 


Loans to national governments.................... 


Bard AE hen Pe a a rat ake lees Wek a laiela 
Canadian Broadcasting Corporation............... 


Deposits with chartered banks.................... 


Canadian Corporation for the 1967 World Exhibition 


Special United States of America securities—Columbia 


1968-69 


9,462,000 
5, 860,000 
4,711,000 
5,201,000 
— 733,000 


1968-69 


$ 188,702,000 
185, 368,000 
134,970,000 


7,977,000 


—7,729,000 


$ 509,288,000 


1968-69 


7,867,000 
6,356 , 000 


5, 209 , 000 
4,762,000 
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1967-68 


15, 266 , 000 
17, 934,000 
21,169,000 
17,315,000 
10, 155,000 
5,327,000 
4 076,000 
4,927,000 
— 562,000 


1967-68 


$ 187,242,000 


180, 401,000 
120 , 239,000 

7,370,000 
— 6,698,000 


$ 488,554,000 


1967-68 


177,024,000 
55, 189, 000 
34,611,000 
22,478,000 
23,351,000 
12,989,000 
12,716,000 
10,849,000 

9,473,000 
9,929,000 
25,097,000 


6,598,000 
3,760,000 


1966-67 


$ 281,906,000 $ 241,441,000 $ 231,550,000 
19,976 ,000 
18,552,000 
17, 560,000 
15,370,000 


16,608,000 
15,476,000 
16,324,000 
14,579,000 
8 874,000 
4,751,000 
3, 561,000 
4343 ,000 
— 485,000 


$ 377,865,000 $ 337,048,000 $ 315,581,000 


1966-67 


$ 188,818,000 


158, 157,000 
113 , 254,000 

7,647,000 
— 6,896,000 


$ 460,980,000 


1966-67 


$ 199,070,000 $ 163,328,000 $ 129,673,000 
186, 155,000 
84,510,000 
50, 530,000 
35,851,000 
20,084,000 
16,071,000 
14,193,000 
13,259,000 
11,311,000 


150, 585,000 
60, 638,000 
29,141,000 
16,446,000 
24,209,000 
10,589,000 

5,933,000 
13,754,000 
7,755,000 
3, 552,000 
25,693,000 


7,930,000 
2,203,000 
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39. Hxcise taxes (other than sales tax). The following is a summary of collections 
during the year ended March 31, 1969, with comparable amounts for the two previous 


40. Excise duties. A listing of excise duties collected during the year ended March 
31, 1969, in comparison with corresponding amounts for the two previous years, is given 


41. Return on investments. The following is a listing of the revenue from loans 
and investments in 1968-69, along with the comparable figures for the two previous 
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1968-69 1967-68 1966-67 
Northern Canada Power Commission.............. $ 4,528,000 $ 3,834,000 $ 3,142,000 
National Capital Commission:...... 0.4 ./6.0.06.44% 3,831,000 3,793 ,000 3,781,000 
Polymer Corporation limited 42 5 a..y.Geeigede 3 eee 3,150,000 2 , 600 , 000 4,500,000 
International Monetary Hund. |... Mees... . aa. 3,013,000 — — 
Canadian Overseas Telecommunication Corporation. 2,620,000 2,495,000 2,555,000 
Securities Investment Account.................... 2,275 ,000 17 ,022 ,000 3,649,000 
Ganadian Dairy Commission... ...f00. BPO. a)... 2. oo). 2,197,000 913 ,000 4,000 
National HHarbourerBboard 20... abi. OR. hee este &. 2,146,000 1,410,000 1,677,000 
ikbovancesof Quebees.207. tie. «tape eels VS. ds oe 1,911,000 — — 
Interest on overpayments to provinces............. 1,422,000 —— — 
Canadian Government Supply Service.. it Ol ae 1,320,000 686 , 000 12,000 
Department of Industry, Trade and Genero: <2 ee 1,300,000 987 ,000 285 ,000 
Canada Deposit Insurance Corporation............. 1,008 , 000 243 ,000 —_ 


Other:loans and investments. ... asm 2ue.d.n.- eas 9,150,000 10,900,000 11,484,000 


$ 695,099,000 $ 612,275,000 §$ 519,140,000 


Revenue from Central Mortgage and Housing Corporation for 1968-69 comprised 
$190,586,000 ($156,707,000 in 1967-68) interest on advances under section 22 of the 
Central Mortgage and Housing Corporation Act, R.S., c.46, and $8,484,000 ($6,621,000 in 
1967-68) profit for the year ended December 31, 1968 which was transferred to the 
Receiver General as required by section 30 of the Act. 


The amount shown as revenue from the Bank of Canada represents the profit for 
1968 which was paid to the Receiver General as required by section 28 of the Bank of 
Canada Act, R.S., c.13. 


Revenue from the Exchange Fund Account comprised earnings of $73,075,000 on 
investments and net profit of $11,485,000 from trading operations in foreign exchange, 
gold and securities and from the net valuation adjustments on unmatched purchases or 
sales of foreign exchange, gold and securities, paid into the Consolidated Revenue Fund 
in accordance with the requirements of section 24 of the Currency, Mint and Exchange 
Fund Act, R.S., c.316. 


Interest is earned on amounts exceeding an aggregate of $100 million on deposit 
with chartered banks. The interest is calculated weekly on the lowest daily balance 
within the week at the weekly average accepted treasury bill tender rate for the three © 
months treasury bills, less 10%. 


Revenue from The St. Lawrence Seaway Authority comprised $12,727,000 received 
on account of deferred interest and $532,000 received on account of current interest. 


Revenue of $7,867,000 from the Canadian Corporation for the 1967 World Exhibi- 
tion represents interest received on notes issued by the Corporation under section 12 of 
the Canadian Corporation for the 1967 World Exhibition Act, 1962-63, c.12, for the 
15-month period to March 31, 1969, of which $7,111,000 relates to 1968 and $756,000 
to 1969. 
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Revenue from loans to national governments included receipts from the United 
Kingdom of $2,707,000 on account of current interest on deferred principal and interest. 
Payment of current interest amounting to $18 million on the unmatured portion of the 
loan was deferred in accordance with the 1957 amendment (1957, c.37) to The United 
Kingdom Financial Agreement Act, 1946, 1946, c.12. 


Revenue of $5,209,000 from special United States of America securities represents 
interest for the year ended November 1, 1968 at 44% on holdings of $122.6 million. 


The amount of $3,150,000 from Polymer Corporation Limited represents dividends 
received from the Corporation. 


Revenue of $3,013,000 from the International Monetary Fund is Canada’s portion 
of the net income of the Fund, distributed pursuant to Article XII, section 6(b), of 
its Articles of Agreement. 


Revenue from the Securities Investment Account declined $14.7 million from the 
previous year. Profit on the cancellation or resale of securities decreased $5.1 million 
to $1.7 million due to a smaller average profit and a decline in the volume to $392 
million from $500 million. Also, the average holdings of securities on which interest is 
earned was much lower in 1968-69 and the average period for which these securities were 
held was shorter. As a consequence, revenue from interest declined $9.6 million from 
the previous year to $600,000. 


The Canadian Dairy Commission Act, 1966-67, c.34, authorizes the Minister of 
Finance to make loans to the Commission up to a maximum of $100 million on such 
terms and conditions as are approved by the Governor in Council. At March 31, 1969 
the Commission had borrowed $42 million, an increase of $19.8 million over the balance 
at March 31, 1968. 


The revenue of $1,911,000 from the Province of Quebec represents the interest for 
the period July 1 to December 31, 1968 on 5.46% notes received with respect to the 
Province’s obligation as guarantor of securities issued by the Canadian Corporation 
for the 1967 World Exhibition. The notes, amounting to $74,450,000, were issued on 
July 1, 1968 and are repayable monthly over a period of 48 months. 


Revenue of $1,422,000 from interest on overpayments to provinces represents interest 
of 5.8% paid by those provinces which elected to repay, over a period of three years, 
Overpayments to them under the Federal-Provincial Fiscal Arrangements Act, 1960-61, 
c. 68, in respect of the fiscal years 1962-63 to 1966-67. 


Revenue of $1,320,000 from the Canadian Government Supply Service represents 
its operating profit for the fiscal year 1968-69. 


Department of Industry, Trade and Commerce revenue of $1,300,000 represents 
mainly interest on loans to manufacturers of automotive products in Canada affected by 
the Canada-United States Agreement on Automotive Products. 
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42. Net postal revenue. The following table shows the gross postal revenue, 
disbursements therefrom, and the resulting net postal revenue for the year ended 
March 31, 1969 with comparable figures for the two previous years: 


1968-69 1967-68 1966-67 
Cikass VOStALTEVENUR ont seek ais bs bees sce oes $ 363,339,000 $ 327,104,000 $ 295,443,000 
Disbursements— 
Remuneration of postmasters and staffs at certain 
classes of small post offices................ 47,168,000 39 , 484,000 36,655,000 
A JUMCT etre Pek ch ERAT PER talecsbda iy eR od Wlekd Bde cdo 5,546,000 5,974,000 5,445,000 
52,714,000 45 ,458 ,000 42,100 ,000 
INSU POSLRLITEVONUC MOM lic g sicie oj ie th Whe dae sm unl als $ 310,625,000 $ 281,646,000 $ 253,348,000 


The $36.2 million increase in gross postal revenue resulted from increased postal 
rates while the $7.3 million increase in disbursements was due mainly to higher salary 
rates and normal staff growth. 


The amounts shown for “Other” disbursements comprise delivery charges on parcels 
mailed in Canada to foreign countries and transit charges on Canadian mail forwarded 
through foreign countries, together with compensation paid to messengers for special 
delivery of letters and parcels, and indemnities paid in respect of lost or damaged parcels 
and registered articles. 


43. Other non-tax revenue. An analysis of the amounts shown for “Other non-tax | 


revenue” for the past three years follows: 


1968-69 1967-68 1966-67 
Services and service fees................2 cee eeeeee $ 30,740,000 $ 31,723,000 $ 27,299,000 
Peoreeds fromusaless jaws. sxe Lage mavens weet 17,422,000 17,361,000 19,931,000 
Privileges, licences and permits.................... 35,030,000 23 , 499 ,000 22,451,000 
Refunds of previous years’ expenditure............. 23 , 754,000 21,126,000 17,114,000 
PSOEOM IIT CONROE. ois. sd hale ae wate tae Seek 74,764,000 10 ,672 ,000 5,430,000 


IMIIROGLIENEOUS a4 4 eee. MEE, UAE ARS | C E, . 17 , 363 ,000 14,741,000 14,893 ,000 


$ 199,073,000 $ 119,122,000 $ 107,118,000 


Nore: In 1967-68 and 1968-69 costs recovered by the Royal Canadian Mounted Police were credited 
to the administrative vote of the Force under authority of Appropriation Act No. 3, 1967, 
1966-67, c.86, and Appropriation Act No. 4, 1968, 1968-69, c.11, instead of being recorded as 
non-tax revenue. In 1968-69 revenue from services provided by the Department of Communica- 
tions and by the Marine Services and the Air Services of the Department of Transport was 
credited to the related appropriations, under authority of Appropriation Act No. 4, 1968, 
instead of being recorded as non-tax revenue. For purposes of comparison, the revenue figures 
for the previous years have been adjusted. 


The increase of $64.1 million in bullion and coinage revenue was due mainly to the 
changeover, on August 1, 1968, from silver alloy to pure nickel in the manufacture of 
coinage. 
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Comments on Expenditure and Revenue Transactions 


44. Reference has already been made to the statutory responsibility of the Auditor 
General, under section 70 of the Financial Administration Act, to call attention to specific 
classes of transactions observed during his examinations and to any other case that he 
considers should be brought to the notice of the House of Commons. 


Pursuant to this direction, the following matters relating to the expenditure and 
revenue transactions examined during the year are brought to the attention of the House 
in this Report. Several matters of a similar nature relative to Crown corporations are 
also included. A number involve non-productive payments, the details of which are 
given at the request of the Public Accounts Committee. Some of these had their origin 
in prior years although in most cases payments were made in 1968-69. 


45. Governor General’s special warrants. Section 28 of the Financial Administration 
Act provides for urgent expenditures, not otherwise provided for, while Parliament. is 
not in session. The section reads: 


28. (1) Where a payment is urgently required for the public good when Parliament is 
not in session and there is no other appropriation pursuant to which the payment may be 
made, the Governor in Council, upon the report of the President of the Treasury Board that 
there is no appropriation for the payment and the report of the appropriate Minister that 
the payment is urgently required for the public good, may by order direct the preparation 
of a special warrant to be signed by the Governor General authorizing the payment to be 
made out of the Consolidated Revenue Fund. 


(2) A special warrant issued pursuant to this section shall for the purposes of this Act 
be deemed to be an appropriation for the fiscal year in which the warrant is issued. 


(3) Every warrant issued under this section shall be published in the Canada Gazette 
within thirty days after it is issued, and a statement showing all warrants issued under this 
section and the amounts thereof shall be laid by the President of the Treasury Board before 
the House of Commons within fifteen days after the commencement of the next ensuing 
session of Parliament. 


(4) Where a special warrant has been issued pursuant to this section, the amounts 
appropriated thereby shall be deemed to be included in and not to be in addition to the 
amounts appropriated by the Act of Parliament enacted next thereafter for granting to 
Her Majesty sums of money to defray expenses of the public service for a fiscal year. 


(5) For the purposes of this section, Parliament shall be deemed to be not in session 
when it is under adjournment sine die or to a day more than two weeks after the day 
the Governor in Council made the order directing the preparation of the special warrant. 


The dissolution of Parliament on March 28, 1968, before full Supply for the year 
1968-69 had been granted, necessitated recourse to Governor General’s special warrants 
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for carrying on government services until the new Parliament assembled on September 12, 
1968. A total of $1,670,728,937 was provided by six special warrants: 


(a) $357,543,700 on June 5, 1968 providing for expenditure during June 1968; 

(b) $397,406,625 on July 4, 1968 providing for expenditure during July 1968; 

(c) $40,000 on July 24, 1968 providing for expenditure on Royal Commissions; 

(d) $428,542,182 on July 31, 1968 providing for expenditure during August 1968; 

(e) $990,000 on August 21, 1968 providing $950,000 for expenditure on construction or 
acquisition of buildings, works, land and equipment by the Defence Research Board, 
and $40,000 for administration, operation and maintenance costs of programs under the 
Agricultural and Rural Development Act, the Rural Economic Development Act and the 
Maritime Marshland Rehabilitation Act; and 

(f) $486,206,430 on September 5, 1968 providing for expenditure during September 1968. 


The amounts included in these warrants were subsequently included in the amounts 
authorized by Appropriation Act No. 3, 1968, 1968-69, c.1, assented to on October 38, 
1968. 


Prior to the preparation of the warrants, the Treasury Board issued guidelines to 
all departments for determining the items which may properly be provided for by 
special warrant and the appropriate amount to be provided in the special warrant for 
each acceptable item. Departments were also advised to review and take into account 
comments in the 1963, 1964 and 1966 Reports of the Auditor General. Furthermore, 
the Treasury Board and the Comptroller of the Treasury reviewed the Main Estimates 
for 1968-69 before recommending items for inclusion in the warrants. 


It is our view that the guidelines were not always followed in preparing the special 
warrants and that a number of the items provided for did not meet the test of being 
“urgently required for the public good” as stipulated by section 28 of the Financial 
Administration Act. 


Examples are: 


1. The special warrants dated July 31 and September 5 included an item “Contingencies— 
Subject to the approval of the Treasury Board, to supplement other votes for paylist 
and other requirements and to provide for miscellaneous minor and unforeseen expenses 
not otherwise provided for including awards under the Public Servants Inventions Act”. 
Obviously payment of the amounts was not urgently required when the special warrants 
were issued, and the Governor in Council in effect delegated to the Treasury Board 
his authority under section 28 of the Act although there is no provision for such 
delegation. 


2. The special warrants dated June 5, July 4, July 31 and September 5 included provision 
for awards under the Incentive Award Plan, and during the period of financing with 
special warrants the Public Service Commission paid out $22,600. It is questionable that 
such payments were urgently required for the public good and could not have been 
postponed until Parliament convened. 


3. The special warrants dated June 5, July 4, July 31 and September 5 included grants 
requiring specific approval of Parliament, and during the period of financing with 
special warrants a total of $63,795 was paid out to 23 military associations and other 
organizations. 


10. 


LES 
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. The Canadian Broadcasting Corporation finances the acquisition of its capital assets 


by means of loans from Canada. Before dissolution, Parliament had authorized loans 
of $4,166,666 to the Corporation and an additional $7,000,000 was provided by the 
special warrants dated June 5, July 4, July 31 and September 5. Up to September 30, 
the Corporation borrowed only $6,000,000. Thus, the special warrants provided 
$5,166,666 beyond the requirements of the Corporation. 


. The special warrant dated September 5 provided $1,225,000 to cover the Government’s 


share of surgical-medical insurance premiums during September. No portion of this 
amount was used because payments in September amounted to only $610,000 and the 
amounts previously provided were more than sufficient to cover these. 


. The special warrants dated July 31 and September 5 provided a total of $2,782,000 for 


general health grants to the provinces, the Northwest Territories and the Yukon 
Territory. Of this total, $2,530,000 had not been required by September 30. 


. The special warrants dated July 4, July 31 and September 5 included provision for 


payments to the National Capital Fund totalling $2,600,000. No part of this amount 
was required as the National Capital Commission had more than sufficient funds in 
the National Capital Fund to meet its requirements. 


. The special warrants dated June 5, July 4, July 31 and September 5 provided a total of 


$83,014,500 to the Department of Manpower and Immigration for the development and 
utilization of manpower. Of this amount only $37,458,200 was used and the balance 
of $45,556,300 was not required. 


. The special warrants dated June 5, July 4 and September 5 provided $850,000 to the 


Canadian Transport Commission for payment of subsidies to regional air carriers. No 
part of this amount was required because interim supply had provided more than 
sufficient funds to meet requirements to September 30. 


The special warrants dated June 5, July 4, July 31 and September 5 provided a total 
of $16,662,000 to the Department of Transport for the construction or acquisition of 
buildings, works, land and equipment, including national airports, etc. Of this amount, 
only $2,365,000 was used and the balance of $14,297,000 was not required. 


The special warrant dated September 5 apparently provided funds for the entire month 
of September notwithstanding the fact that it was known that the new Parliament 
would assemble on September 12. 


Following the use of Governor General’s special warrants in 1962-63, the Public 
Accounts Committee recommended in its Fourth Report 1964-65 that a study be made 


of the procedures surrounding their use (see Appendix 1, item 3). In commenting on 
this recommendation the Minister of Finance advised the Chairman of the Committee 
on March 4, 1965 as follows: 


...the Secretary of the Treasury Board undertook to consider the desirability of enlarging 
on the special Governor General’s warrant provisions in the Financial Administration Act 


(in 


particular section 28) in order to clarify its application to situations arising when 


Parliament is dissolved without having appropriated the necessary expenses of the Public 
Service. Suggestions have been discussed for changes in this section of the Financial 
Administration Act, and these are now being studied. Should the Government decide that 
an amendment to the Act is desirable, it will present its proposals to Parliament in the usual 
way. 
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Although Parliament has since that time been requested to amend the Financial 
Administration Act on two occasions, no substantive amendments have been proposed 
with respect to the Governor General’s special warrant provisions of the Act. 


The Public Accounts Committee did not examine paragraph 45 of our 1964 Report 
in which we commented on Governor General’s special warrants used during the months 
of April and May 1968, citing three items from these two warrants which did not meet 
the test of being “urgently required for the public good”. 


Special warrants were next used in the period September 1965 to January 1966 
and we commented on these special warrants in paragraph 48 of our 1966 Report, 
citing five items which did not meet the test of being “urgently required for the public 
good”. In November 1968 the Public Accounts Committee examined this paragraph 
and set up a subcommittee to study the subject. However, the subcommittee has not 
yet submitted its report. , 


46. Revised vote pattern. In its Third Report 1963 the Public Accounts Committee 
recommended: 
Adoption of the revised vote pattern proposed by the Treasury Board for introduction into 


the Main Estimates 1964-65 subject to certain improvements suggested by the Auditor 
General to the Committee. 


The vote pattern adopted for the 1964-65 Main Estimates differed in certain 
instances from the pattern which had been considered by the Public Accounts Committee. 
Details of the more important variations have been given in our 1965 and subsequent 
Reports, not yet dealt with by the Public Accounts Committee, together with examples 
of transfers of funds between services which would not have been possible under the 
previous vote pattern. These variations were continued in 1968-69. 


Additional variations in the 1968-69 vote pattern were of minor significance involving 
for the most part amalgamation of votes for administration resulting from reorganization 
of the functions of certain departments. One variation noted in 1968-69 Supplementary 
Estimates (B) was the transfer, with parliamentary sanction, of amounts provided for 
certain votes to other votes that were to be supplemented. Thirty-seven votes were 
supplemented by this procedure, which is known as “virement’, thus reducing by 
$40,375,000 the Supply Parliament would otherwise have been asked to provide and, 
as a consequence, the amount which lapsed at the year-end. 


In late 1968 the Public Accounts Committee considered a new vote pattern 
proposed by the Treasury Board which, following its introduction into the 1970-71 
Main Estimates, would reduce the 236 votes in the present vote structure by about 
100 votes. The primary objective of the new form of Estimates is to develop a more 
meaningful and informative presentation of the votes of all departments and agencies. 
In its First Report 1968-69, presented to the House on January 29, 1969, the Committee 
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recommended certain criteria for use in determining the votes required in the 1970-71 
Estimates: 


1. In the revised Estimates, the proposed spending under a program is to be set forth 
under the three basic headings of 
(a) Administration, Operations and Maintenance (or operating costs) ; 

(b) Construction and Acquisition (or capital costs) ; and 
(c) Grants, Contributions and Subsidies. 

2. Each department, agency or legal entity shall require one or more votes as the case 
may be. 

3. In all cases where agencies or Crown corporations are incurring a deficit or related 
deficits which must be covered by an appropriation, these will be the subject of a 
separate vote. 

4. The special circumstances surrounding any particular expenditure, e.g. Contingencies, 
Treasury Board Vote 5, be made the subject of a separate vote. 

5. As capital investment today can well mean increased Administrative cost tomorrow, 
spending proposals involving more than $5 million in total for Construction and Acquisi- 
tion within a departmental program shall always be the subject of a separate vote. 

6. Grants, Contributions and Subsidies being of a special nature, therefore requiring a 
different type of consideration, will be the subject of a separate vote when the total 
within a departmental program exceeds $5 million. 


The Committee further recommended that, in addition to the criteria enunciated 
above: 


(a) explanatory notes accompany the votes to indicate the percentage increase in staff and 
the justification therefor; and 


(b) the original cost estimate be provided wherever an increase occurs in construction 
programs. ) 


The Committee noted that it would be incumbent on the Auditor General to note 
the manner in which these criteria have been applied and to advise the House thereon 


| in his next appropriate Report. (See Appendix 1, item 2.) 


47. Contingencies Vote. In previous Reports (paragraph 54 in 1968) we pointed 


out that up to and including 1963-64 there had been each year a vote for the sup- 
| plementing of salaries, wages and other paylist charges of government departments 
and another vote for miscellaneous minor or unforeseen expenses, and that since 
| 1964-65 these had been amalgamated in one vote. Since 1966-67 the text of the vote 
_ has been extended so that it may be used to supplement other requirements as well 
as paylist requirements of votes, and for miscellaneous minor and unforeseen expenses. 
In 1968-69 Treasury Board Vote 5 read as follows: 


Contingencies—Subject to the approval of the Treasury Board, to supplement other 
votes for paylist and other requirements and to provide for miscellaneous minor and unfore- 
seen expenses not otherwise provided for including awards under the Public Servants Inven- 
tions Act, and authority to re-use any sums allotted for non-paylist requirements and 
repaid to this appropriation from other appropriations. 
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One of the principal reasons why other votes need supplementing is unexpected salary 
requirements resulting from general salary increases or the filling of vacancies in the 
establishment faster than anticipated. By having such a vote available the Treasury 
Board is able to instruct departments to provide in their estimates only for known 
requirements and not to include any cushion against unexpected obligations. 


Under normal conditions the amount required for this purpose is not large, but 
in the past five years the annual provision has been substantial due mainly to the 
large-scale salary increases throughout the government service. The following summary 
shows the annual provision, the extent to which it has been used for transfers to other 
votes that were not recovered from supplementary appropriations, and the unused 
balance at the year-end: 


Transferred to other votes 


oo Unused 

Provided Paylists Miscellaneous balance 
OO Oe ets Sox in a aig os $ 46,000,000 $ 35,603,000 $ 2,198,000 $ 8,199,000 
DO OEM ee cia cP > 4, anh Saale Ce 71,000,000 64,865,000 1,796,000 4,339,000 
OU OMEN, Sarath se PRLS ko ea ee 110,000,000 106 , 227 ,000 572,000 3,201,000 
DIOTEOG tm (emer. stra alsa eles, Seen 45,000,000 22,830,000 11,000,000 11,170,000 
LOG OO amet . 5 tid NS, Gee 175 ,000 , 000 54,463 ,000 8,000 120,529,000 


Miscellaneous transfers in 1968-69 amounted to $39,535,000 of which all but $8,000 
was recovered from supplementary appropriations which included the items for which 
the original transfers were requested. 


Members of the Public Accounts Committee have in the past expressed concern | 
that large sums are placed in the hands of the Executive for the supplementing of | 
appropriations of the various departments. In its Thirteenth Report 1966-67 the Com- | 
mittee stated that additional amounts required by each department should be made | 
the subject of a supplementary estimate prepared by the department concerned for | 
submission to Parliament for its consideration and appropriation in the usual manner. | 


(See Appendix 1, item 36.) 


Not only has the practice which has concerned the Public Accounts Committee 
been continued, but the purposes of the Contingencies Vote were extended during the | 
year to establish a general reserve out of which salary increases applicable to 1968-69 | 


and prior years may be paid in 1969-70 or later. At the year-end this reserve amounted 


to $120,529,000, resulting from a charge to expenditure and a credit to an open account | 


of the balance in the Vote at March 31, 1969, as authorized by Treasury Board Vote 5b: 


Contingencies—To extend the purposes of Treasury Board Vote 5, Appropriation Act | 


No. 4, 1968 to authorize expenditures during the period ending April 30, 1969 in respect 


of salary increases for persons employed in the public service payable with respect to the | 


1968-69 and previous fiscal years, to establish as a reserve the unexpended balance of this 


Vote and of Treasury Board Vote 5, Appropriation Act No. 4, 1968 from which payments © 


may be made for the aforesaid purpose, to provide that such expenditures shall be recorded 
in the Accounts of Canada as a transaction of the 1968-69 fiscal year,................0008 


| 


| 
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An additional $100 million has been made available to the Treasury Board in the 
1969-70 appropriations covering the Main Estimates and Supplementary Estimates (A), 
bringing the total available in 1969-70 to $220,529,000. 


48. Grants paid prior to parliamentary approval. In paragraph 55 of our 1968 
Report we pointed out that it is generally accepted that the prior sanction of Parliament 
is a requisite for the making of a grant-in-aid payment and reported eight cases where 
the Treasury Board had authorized payment of grants without this prior approval. 
During 1968-69 there were seven cases where the Treasury Board authorized, without 
prior approval of Parliament, payment of grants from Treasury Board Vote 5, 
Contingencies. These grants were later included in Supplementary Estimates (B) which 
were covered by Appropriation Act No. 1, 1969, 1968-69, c.23, assented to on March 11, 
1969. 


The following is a list of grants which received ex post facto approval of Parliament: 


Date of payment Beneficiary and appropriation charged Amount 

DIN GL Se DOE Sede Pee et eae yee Canadian Folk Arts Council (Secretary of State 
Voteg lb eye Ree need hale Pte me nda leiley hac $ 20,000 

Ey LCS: te, ene ee et on Province of Ontario Council for the Arts (Secretary 
of State Voteclb)s. Joma e el ts. eat |. ae ae 5,000 

september 16, T9084. ...¢26 04 on. eee British Columbia Festival of Forestry Organiza- 
tion (Fisheries and Forestry Vote 40b)......... 15,000 

November 8, 1968 o.oo. csc cee eee wae Canadian Museums Association (Secretary of State 

Vote 1b)—additional to amount provided for in 
the! Main Estimates, 92, 78. ia ue. alee, heh 840 

PISCEIMMCE LOI OOS) asad uh oad GS Associated Councils of the Arts (Secretary of State 
Voted) Aes ee ere ee eee ne eee cee yes 15,000 

AOSTITE Wate 4 ig 09, 31 A RR ara Association of Universities and Colleges of Canada 
(Secretary of State Vote 1b).................. 59 , 600 

| STEELY a ee U5) 0) ee ae ee AE toate British Columbia Waterfowl Society (Indian Af- 
fairs and Northern Development Vote 35b).... 16,000 


In the course of its consideration of Supplementary Estimates (B), the House of 
Commons was not informed that these grants had already been paid. 


49. Supplementing parliamentary appropriations. In previous Reports (paragraph 56 
in 1968) we have drawn attention to the weakening of parliamentary control over 
expenditure when appropriations containing provisions for the spending of revenue 
received during the year may be supplemented, without parliamentary authority, 
when the revenue received is in excess of the revenue estimated. We cited the appropria- 
tion of the Department of Veterans Affairs for Treatment Services—Operation of 
Hospitals and Administration, the appropriations of the Department of National Defence 
and the appropriation of the Department of the Solicitor General for National Police 
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Services (R.C.M.P.). In each case the revenue for the year had exceeded the revenue 
estimated in calculating the amount that Parliament was asked to appropriate and we 
recommended that the use of revenue be limited to the estimated amount of revenue 
recorded in the Details of Services in the Estimates. 


No change was made in the corresponding items in 1968-69 and the vote wording 
in the Estimates for 1969-70 indicates that no change is contemplated in 1969-70. 
There were, however, three additional cases in the 1968-69 Estimates—the administration, 
operation and maintenance appropriations of the Department of Communications 
(Vote 1) and the Department of Transport, for Marine Services (Vote 5) and for 
Air Services (Vote 30)—which included provisions for the spending of revenue received 
during the year. In two of these cases the revenue received was in excess of the revenue 
estimated but each vote also included a stipulation that the commitments were not to 
exceed a stated amount which was the gross amount of the expenditure for the vote 
appearing in the Details of Services in the Estimates, and this served to limit the 
spending of revenue to the amounts estimated. 


We reiterate our view that to ensure parliamentary control over expenditure, where 
authority is provided for the spending of revenue, three figures—estimated gross expend- 
iture, estimated revenue and net amount appropriated—should appear in the appropria- 
tion itself and the amount of revenue used to supplement the net amount appropriated 
should be limited to the estimated revenue shown in the appropriation. 


50. Unpaid accounts carried forward to new fiscal year. A summary of accounts 
properly chargeable to 1968-69 which were not paid in that year appears on pages 28.6 
to 28.9 of Volume II of the Public Accounts. The summary reveals that 48 departments 
and agencies had such accounts as compared with 37 in the previous year. The amounts 
shown in the summary are divided into six categories, the totals of which compare 
with the previous year’s totals as follows: 


March 31 
1969 1968 
In departmental services offices prior to April 30— 
erecientrinda<) iti eeu Oe, A eA opal ae, ne $ 35,615,000 $ 15,372,000 
Ler TOAHOLIS C2 es ct elec Mette? Cenc eae Pe ie cae re ene ee 4,744,000 3,847,000 
40,359,000 19,219,000 
In departments and agencies at April 30— 
Insatiicientfunds. 603.7 5 hy. AV Pee a AR OM RNS 3,268,000 10,220,000 
(ther Tessons, oi/sc7l Wace. Aes . Yults yeaa. Hees wae «pee tet 3,642,000 2,342,000 
6,910,000 12,562,000 
Received by departments and agencies after April 30— 
Joaniicientifonds yes’ toss ate ei ysl 0h) ie as oe ae 10,270,000 4,772,000 
STEROL CORROUR cie kscie Pa sksurh & ohGS Mia afer onl Ek ee aE I oe, AEE was 29,975,000 9,575,000 
40 , 245 ,000 14,347 ,000 
$ 87,514,000 $ 46,128,000 
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Of the accounts totalling $10,270,000 received by departments and agencies after 
April 30, reported as remaining unpaid because of insufficient funds, $1,924,000 relates 
to a gift of wheat shipped in 1969-70 for which there was no liability to pay at March 
31, 1969. Not included in the summary is an amount of $561,000 representing the 
transactions of the Department of National Defence with the Customs and Excise 
Division of the Department of National Revenue for the month of March 1969. Of 
this amount, $560,000 could not be paid because of insufficient funds in Department 
of National Defence Vote 15. The total of the unpaid accounts is therefore overstated 
by a net amount of $1,363,000. 


Of the accounts in departmental services offices prior to April 30 and categorized 
as unpaid because of “insufficient funds’, $87,000 could have been paid had transfers 
between allotments been requested of and approved by the Treasury Board. Conversely, 
of the accounts categorized as unpaid for reasons other than “insufficient funds”, $94,000 
could not have been paid in any event because sufficient funds were not available in 
the votes. 


Included in the accounts categorized as unpaid for reasons other than “insufficient 
funds”, comprising $3,642,000 shown as being in departments and agencies at April 30 
and $29,975,000 shown as received by departments and agencies after April 30, are 
accounts totalling $18,875,000 which could not have been paid in any event as sufficient 
funds were not available in the votes. 


The relationship of these unpaid accounts to the availability of funds may be 
seen from the following summary which also shows the comparable amounts for the 
previous year: 


March 31 
1969 1968 
Failure to pay although funds were available.......................$ 4,651,000 $ 3,847,000 
Failure to obtain transfers between allotments...................5. 87 , 000 — 
Mailare 10 Sot accounts 10 OD Time. 4, yo.) f=. se deccdtidio tt «ew nmlvaceeed 14,822,000 11,917,000 
Failure to seek supplementary appropriations..................00:- 36, 182,000 15,372,000 
Failure to get accounts in on time and to seek supplementary appropria- 


ODE ORC) ot LAL VON, SET ARG | MOLSON VIDS te 30,409 , 000 14,992,000 


$ 86,151,000  $ 46,128,000 


No explanation is given in the summary for the non-payment in the year of 
accounts totalling $4,744,000 which were in the departmental services offices prior to 
April 30 and for which funds were available to the extent of $4,651,000. 


It will be noted that the unpaid accounts increased by $40,023,000 over those at 
the end of the previous year. Therefore the expenditure properly chargeable in 1968-69 
was actually $40,023,000 higher than was recorded. However, the 1968-69 appropriations 
were intended to cover amounts coming in course of payment during the year and 
technically 34 appropriations were overspent by $66,591,000. Included in this amount 


34 REPORT OF THE AUDITOR GENERAL — 1969 


is $23,724,000 relating to a 1969-70 gift of wheat valued at $26,899,000 which was 
delivered in 1968-69. (See paragraph 62 of this Report.) 


Section 30 of the Financial Administration Act imposed on the Comptroller of the 
Treasury the responsibility for operating commitment control records for each parlia- 
mentary appropriation in such a way that he would be in a position at any time to state 
the balance remaining in an appropriation that was available for further commitment. 
With effect from April 1, 1969 an amendment to the Act abolished the Office of the 
Comptroller of the Treasury and transferred this responsibility to deputy heads or 
other persons charged with the administration of a service. 


In last year’s Report (paragraph 57) we pointed out that Parliament has modified 
the requirements of section 30 by including in the annual appropriations of certain 
departments authority to enter into commitments that will come in course of payment 
only in future years. Should these commitments come due for payment earlier than 
anticipated, there may not be sufficient funds in the vote to enable payment to be made. 
Similarly, in the case of annual appropriations providing for claims under programs 
where the amount has been underestimated, there is no alternative but to withhold 
payment until a further parliamentary appropriation is available. Payments withheld 
in this manner are usually charged against the corresponding appropriation in the 
new year, which often results in that appropriation being insufficient to take care of 
all the accounts coming in course of payment for which it had originally been provided. 


We reiterate our view that the present procedures whereby no appropriation is ever 
reported as having been overexpended, through the technique of withholding payments 
of amounts owing by the Crown until a further appropriation becomes available, are 
misleading and should be reviewed. Consideration should also be given to the procedures 
followed in presenting supplementary estimates to Parliament. Appropriation Act No. 1, 
1969, 1968-69, c. 23, covering the 1968-69 final Supplementary Estimates, was assented 
to on March 11, 1969. A study might usefully be made of the reasons why much of the 
$66 million of accounts unpaid due to insufficient funds at March 31, 1969 was not 
provided for in these Supplementary Estimates. 


51. Capital assets charged to departmental operating accounts. In previous Reports 
(paragraph 58 of our 1968 Report) we have noted that working capital advance accounts 
are being used to acquire capital assets, thereby removing expenditure on such assets 
from parliamentary control. 


The Queen’s Printer’s Advance Account, superseded with effect from April 1, 1969 
by a revolving fund authorized by Vote L104b, Appropriation Act No. 1, 1969, 1968-69, 
c. 23, which is operated by the Canadian Government Printing Bureau, was charged 
with the cost of capital equipment amounting to $538,000 during the year and $501,000, 
$549,000 and $287,000 in the three previous years. Prior to 1965-66 these costs were 
met from appropriations provided for the purpose but the present practice is to charge 
the full cost to production expense in the year of acquisition. In 1964 the Deputy 
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Attorney General expressed the opinion that the term “material”, referred to in section 
37 of the Public Printing and Stationery Act, R.S., c. 226, which provided for advances 
to enable the Queen’s Printer to “purchase material for the execution of orders...” is 
sufficiently broad to include capital equipment. In our view such an interpretation 
of the word “material” is too broad when related to capital equipment having a useful 
life of many years, resulting as it does in the elimination of parliamentary control 
over the capital expenditure of the Bureau. It should be noted that the term “material” 
does not appear in the text of Vote L104b which authorizes the operation of a revolving 
fund “in accordance with terms and conditions approved by the Treasury Board”. (See 
also paragraph 237 of Volume II of this Report.) 


The National Film Board Operating Account, established by section 18 of the 
National Film Act, R.S., c. 185, has been used to finance the purchase of capital equip- 
ment for the Canadian Government Photo Centre under the authority of Vote L30, 
Appropriation Act No. 5, 1968, 1963, c. 42, to the extent of $251,000 at March 31, 1969, 
of which $117,000 has been recovered through charges for services rendered. In this 
case Parliament has surrendered its control over the capital expenditure of the Centre. 
(See also paragraph 237 of Volume II of this Report.) 


The Central Data Processing Service Bureau was authorized by Vote L99e, 
Appropriation Act No. 4, 1966, 1966-67, c. 6, to operate a working capital advance 
account to finance the provision of data processing and related services to government 
departments and agencies. At March 31, 1969 this account had been charged with capital 
expenditures of $220,000 although there is no specific reference to capital equipment 
in the Vote wording. (See also paragraph 237 of Volume II of this Report.) 


The sections of the Financial Administration Act which set out the general princi- 
ples governing the operation of revolving funds for stores purposes were repealed as 
of April 1, 1969 and on January 8, 1970 the Treasury Board issued new regulations 
for the establishment and operation of Revolving Funds and Working Capital Advances 
which are to become effective on April 1, 1970. 


We remain of the opinion that the acquisition of capital assets through an advance 
account is undesirable from the important standpoint of parliamentary control. Such 
control is more direct when the acquisition of capital assets is required to be specifically 
provided for in the annual Estimates. The objective which the present practice of record- 
ing capital assets and amortizing their cost in the working capital accounts seeks to 
achieve can be attained, without adversely affecting parliamentary control, by the main- 
tenance of adequate memoranda accounts, the production of financial statements and the 
preparation of the Estimates in such a way that departments being serviced continue to 
be provided with sufficient funds to pay the total costs of the services, with the servicing 
organizations being required to contribute to the budget of Canada the equivalent of 
normal depreciation on the capital assets employed. 


52. Cost of disposing of dairy products surplus to domestic requirements. In the year 
ended March 31, 1969 the Canadian Dairy Commission paid out $30,902,000 to cover 
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the difference between the support price in Canada and the selling price abroad of 
dairy products which were exported, and provided a further $24,093,000 to cover the 
loss on subsequent export sales of the inventory of dry skim milk held by the Commission 
at March 31, 1969, for a total of $54,995,000. Of this amount, $19,444,000 was obtained by 
holdbacks from subsidies to producers and $35,551,000 was charged as an operating 
expense of the Commission. (See paragraph 267 of Volume II of this Report). 


In announcing the support price for manufacturing milk the Minister of Agri- 
culture stated in the House on March 31, 1969: 


The cost of disposing of surpluses must be financed by the Canadian Dairy Commission out 
of the funds provided to it for subsidies. This is in accord with the policy, previously 
enunciated by the government and which is well understood by producers, and their repre- 
sentatives, that the cost of such disposal must be a charge against the industry. For this 
purpose, the Commission makes a holdback against subsidy payments... 

We have been informed that the Minister does not regard it as incumbent on the 
Commission to secure the total funds required to meet the cost of disposing of surpluses 
from holdbacks from subsidies so long as the Commission finances such assistance, along 
with its other obligations, from the specific funds allocated to it. In our view, the charging 
of $35,551,000 to expense is at variance with the Minister’s statement in the House and 
the statutory report on our examination of the accounts of the Canadian Dairy Commis- 
sion was qualified accordingly. 


53. Costs incurred to prevent closing down of steel plant, Sydney, N.S. In April 1965 
representatives of the Governments of Canada and the Province of Nova Scotia met 
with officials of Dominion Steel and Coal Corporation Limited (Dosco) to discuss the 
wharf and bulk handling facilities at Sydney. The existing facilities were considered to 
be obsolete and completely inadequate to handle economically the quantity of ore and 
other bulk materials required for the steel plant. In the Corporation’s view, new wharf 
and bulk handling facilities would result in net savings to the Corporation of about 
$500,000 a year to 1972 and $800,000 a year thereafter. The Corporation informed the 
meeting that it did not have sufficient capital to finance the projects but would pay 
usage charges to amortize any government outlay. It was emphasized that the facilities 
were required for use in 1966 but if the usual government procedure of calling tenders 
was followed the project could not be completed in time and that the only alternative 
would be for the Corporation to arrange for construction. The Corporation undertook 
to write the Atlantic Development Board regarding financial aid, the Board to pass on 
the Corporation’s request to the Federal Government. 


In September 1965 (five months later) the Corporation wrote the Board requesting 
assistance and at the same time pointed out that its steel plant at Sydney had been pro- 
viding direct employment to approximately 3,700 men and had been producing over 
800,000 tons of steel per annum for some time. In order to remain competitive and 
assure employment in the Sydney area over the long term, the Corporation asked the 
Board to approve in principle capital assistance through any channels considered neces- 
sary. 
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Early in 1966, on the recommendation of the Atlantic Development Board, the 
Government approved in principle proposals for financial assistance. The facilities were 
completed late in 1966 at a cost of approximately $5.7 million, having been constructed 
by Dosco under a single contract. In March 1967 Dosco sold the wharf to the Federal 
Government for $1.7 million provided by Transport Vote 10 of 1966-67 and in June 
sold the bulk handling facilities to the Province of Nova Scotia for $4 million of which 
$2 million was contributed by the Atlantic Development Board from the Atlantic De- 
velopment Fund. A term of the agreement for the purchase of the bulk handling facili- 
ties was that the Corporation would, within the four years immediately following the 
date of the agreement (May 26, 1967), make capital expenditures totalling not less than 
$4 million, designed to maintain the economic viability of the Sydney Works. Similarly, 
there was an undertaking that the Corporation would make capital expenditures of $1.7 
million in consideration for the purchase of the wharf by the Federal Government. Four 
months later, in October, Dosco announced that the plant at Sydney would be closed 
by April 30, 1968. In view of the serious impact of this decision on the economy of the 
Province, the Provincial Government decided to purchase the plant as of December 31, 
1967. To assist the Province the Atlantic Development Board, under authority of Order 
in Council P.C. 1969-2/581 of March 25, 1969, relinquished and transferred to the 
Province its interest in the bulk handling facilities and the Governor in Council, by 
Order in Council P.C. 1969-1145 of June 3, 1969, transferred the administration and con- 
trol of the wharf to the Province. In addition, a grant of $2 million was made to the 
Province from funds provided by Transport Vote 92c of 1967-68 to assist in defraying 
the expenses of operating the newly acquired plant. 


We understand that, in order not to hinder a satisfactory solution to the problem 


_ of maintaining the steel plant in operation, the Federal and Provincial Governments de- 


cided not to take any action against the Corporation. 


54. Salaries and wages paid for work not performed. In previous Reports (para- 


| graph 64 in 1968) we have referred to payments aggregating approximately $450,000 


per annum by the Canadian Broadcasting Corporation to employees for scheduled hours 
during daily or weekly tours of duty which were in excess of the actual hours of at- 
tendance. 


The payments were made in accordance with the provisions of the various union 
agreements and the Corporation regarded payment of compensation calculated in this 
manner as proper, having regard to the effect of scheduling requirements for its present 
studio facilities, the availability of artists, the exigencies of actuality broadcasts and the 
nature of broadcast program production. 


This matter was considered by the Public Accounts Committee with officers of the 


Corporation at its meeting on October 25, 1966 and in its Tenth Report 1966-67 the 
Committee recommended that such payments be eliminated as and when the present 
union agreements came up for renewal (see Appendix 1, item 31). In a letter dated 


March 31, 1969 the Corporation informed the Auditor General that in recent negotia- 
tions with the unions, it had been unsuccessful in a bid to change the agreements in order 
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to eliminate or reduce the amount of salaries paid for work not performed. The Corpora- 
tion then described controls which it proposed introducing in an effort to minimize 
these payments in the future. The letter was referred to the Public Accounts Committee 
and was discussed at its meeting on June 5, 1969. However, no conclusion was reached 
pending consideration of the corresponding item in our 1968 Report. 


55. Failure of a Crown corporation to deduct and remit employees’ taxes and to pay 
other contributions to the United States Government. The Canadian Broadcasting 
Corporation failed to comply with the United States Internal Revenue Code when it did 
not make, and remit, deductions from the salaries and allowances of its employees 
stationed in the United States with respect to United States income tax and under the 
United States Federal Insurance Contributions Act. It also did not remit the employer’s 
contributions under the United States Federal Insurance Contributions Act and contribu- 
tions required to be made by an employer under the United States Federal Unemploy- 
ment Tax Act. 


In 1967-68 the Corporation set up a liability of $76,000 with respect to a probable 
assessment and we were advised it was considering methods of recovering the employees’ 
portion from the employees concerned. 


The United States Internal Revenue Service subsequently assessed the Corporation 
US $119,000 (Can. $129,000) covering the period April 1, 1966 to December 31, 1968. 
The Service retained US $67,000 of moneys due to the Corporation, in part satisfaction of 
the assessment, and the Corporation made a payment of US $50,000 to the United 
States Treasury on September 30, 1969, leaving a balance of US $2,000 to be paid. Of 
the amount assessed, US $95,000 (Can. $103,000) related to amounts which should have 
been deducted from employees but the Corporation has not required them to pay this. 


Since January 1, 1969 the Corporation has been making the required deductions from 
the salaries and allowances of the employees in its offices in the United States and has 
been paying an additional allowance to them equivalent to the excess of their United 
States income tax over the tax they would pay if they were employees of the Government 
of Canada. 


56. Winding up of the Canadian Corporation for the 1967 World Exhibition. In 
last year’s Report (paragraph 66) we noted that the assets of the Canadian Corporation 


for the 1967 World Exhibition had not been distributed in the manner contemplated by | 


the agreement executed on January 18, 1963 between Canada, the Province of Quebec 


and the City of Montreal. Clause 12 of the agreement provided for the distribution of | 


the assets and liabilities to the three governments on the winding up of the Corporation 
on the basis of the cash contributions made by them as set forth in clause 9, namely 


Canada 50%, the Province of Quebec 374% and the City of Montreal 124%. However, 


on the authority of the Governor in Council and the Lieutenant-Governor in Council, 


the distribution had been effected mainly on the basis of each government receiving the 


immovables on the property provided by that government for the holding of the Exhibi- 
tion. 


_—s 


a 
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The estimated cost of the assets transferred to the three governments at December 
31, 1967 was $199,725,000, allocated as follows: 


See ATR eRe Ee Ae 5 61s to io Crate ears ere os ee IS eo ace he et meee ears $ 59,876,000 
Prema GG UCDOCg 8o a2 ks Pag onde basteteras sic 166m io has bd deen ato 4Sue © 4,754,000 
Rey EV ROSELL CAL Shy V5.4 as! 5c. 5 ye As ete A at See Mn OOo So eve gl Ga Rd 2’ gna aN ana oa 135,095 , 000 


$ 199,725,000 


This amount was written off by the Corporation as part of the net cost of the 
Exhibition amounting to $284,791,000 at December 31, 1968 which has been allotted 
to the three governments in accordance with the agreement of January 18, 1963. After 
deducting the amounts of their respective grants, totalling $40,000,000, the remaining 
portion due from each government at December 31, 1968 was as follows: 


RT ee NAA cil 2 bits i as Res 2k, a eR Cod ibs < hse c haan 65 $ 122,395,000 
OCC OTM UIOTIOCOM Le i Rec sce Osteo. '5 oo ace 4s MRT ER OTM TAS Stee bon a4 a Hohe kid mele ss 91,797 ,000 
Re OPMBLOUULCOI Ye 7 FAT eT TT. acs ce One eh POEM I eee ee re stan oe ts 30,599,000 


$ 244,791,000 


Offsetting these amounts are the following liabilities of the Corporation to these 


- governments: 


Canads--as wuarantoreol motess! Aico oaadas. bod. cai. twa le Gs $ 91,950,000 
meBReHOMIET OR TIOLCS, Awaits sit Guisseiais coh How ccogslde.es otek 56,100,000 
mas oa a v2: $ 148,050,000 
Province of Quebec—as guarantor of notes......... 0. cece cece cence nce eaeees 91,950,000 
Cityeof Wontreal—for SErvices TENGETE 4c o:s «o.oo alsyoga suereis a tie eels ms apn do cleuens 5,655,000 


$ 245,655,000 


The liabilities of $91,950,000 each to Canada and the Province as guarantors of 


| the Corporation’s notes represent $148,900,000 of notes held by Canada and $35,000,000 
of notes held by chartered banks that matured or were called on June 30, 1968. The 
amount of $35,000,000 was met in cash equally by Canada and the Province while the 
_ liability of the Province as guarantor was met by the Province delivering to Canada 


notes of the Province in the amount of $74,450,000 repayable in 48 monthly instalments 


_ with interest at 5.46%. 


On April 1, 1969, by arrangement between the participating governments, the City 


of Montreal issued its notes in the amount of $14,371,000 payable to Canada and in the 
~ amount of $10,779,000 payable to the Province, to cover the City’s share of the estimated 
final deficit less amounts owing to it by the Corporation. These notes are repayable in 
instalments, with interest at 5.46% on the unpaid balance, commencing on October 1, 
1969 and ending on April 1, 1977. 
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The remaining $56,100,000 of the Corporation’s notes held by Canada were called 
on May 15, 1969 at which time the Province delivered to Canada additional notes of the 
Province in the amount of $10,779,000. 


In summary, the Corporation has been provided with cash advances of $222,500,000 
by Canada and Canada received notes of the Province in the amount of $85,229,000 
and notes of the City in the amount of $14,371,000, while the balance of $122,900,000 
represents Canada’s share of the estimated final deficit of the Corporation over and above 
the original contribution of $20 million, in accordance with the agreement of January 
18, 1963. (See paragraph 229 of Volume II of this Report.) 


The distribution of the major assets of the Corporation, the settlements between 


the participating governments and certain other matters referred to in our 1968 Report 


were discussed by the Standing Committee on Finance, Trade and Economic Affairs when 
the joint auditors appeared before it on November 17, 1969. The Committee was con- 
sidering Bill C-6, “An Act to wind up the Canadian Corporation for the 1967 World 


Exhibition and to authorize the writing-off of certain costs and the deferral of certain | 


payments connected therewith’. 


Section 7 of the Act, 1969-70, c. 1, which received Royal Assent on November 27, | 
1969, provides for the write-off of certain costs and the deferral of certain payments due | 


from the Province of Quebec as follows: 


(1) There may be deleted from the accounts of Canada, as the portion of the deficit of | 
the Corporation that is to be borne by the Government of Canada, not more than one 
hundred and twenty-five million dollars of the amounts shown therein as Accounts Receiv- | 


able Expo Guarantees. 


(2) The Governor in Council may, subject to any terms and conditions prescribed by | 
him, authorize the Province of Quebec to defer until 1972 the payment of notes payable to | 
Canada that fall due in the fiscal year 1969-70 ...; but the total of the payments on notes a 
that may be deferred under this subsection shall not exceed five million five hundred 


thousand dollars. 


57. Salaries and termination payments. In last year’s Report (paragraph 67) we | 
referred to certain practices of the Canadian Corporation for the 1967 World Exhibition 


relating to salaries and termination payments: 


SaLaries. Advance payments of salaries amounting to approximately $37,000 had not been | 
recovered from regular salary cheques when they became available. Further investigation | 
revealed the total amount unrecovered to be $64,000 and this amount was written off by the 


Corporation during 1968. 


TERMINATION PAYMENTS. The collective labour agreement between the Montreal Labour | 
Council and the Conseil National des Syndicats Nationaux and the Corporation had been 
extended to all employees. This agreement provided for payments to employees, with at 
least one year’s service, of amounts equivalent to 4% of total earnings and for unused sick | 
leave, on termination of service when the employees were no longer required, to assist | 
them in their period of re-establishment. Twelve payments aggregating $70,000, to employees | 
who did not qualify because their former or comparable positions were assured, came to our | 


| 
| 
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attention in 1967 and a further 12 payments aggregating $77,000 came to our attention in 
1968, the largest being $13,850. 


Termination payments totalling $3,766,000 were paid to December 31, 1967 and a 
further $2,020,000 was paid in 1968 for an aggregate amount of $5,786,000. 


58. Unpaid account for services and stores provided by the Department of National 
Defence to the Canadian Corporation for the 1967 World Exhibition. Arrangements were 
made in 1966 for the Department of National Defence to lend beds, blankets and mat- 
tresses to the Canadian Corporation for the 1967 World Exhibition so that the Cor- 
poration would have them available for use by outside non-profit organizations in school 
dormitories, prefabricated huts and tents. It was understood by the Corporation that the 
Department would charge only for items lost or damaged and that the Corporation 
would be responsible for recovering these charges from the organizations concerned. 


In February 1968 the Department of National Defence billed the Corporation for 
$100,300 comprising $61,300 for shortages, damages, repairs, dry cleaning, etc., of the 
bedding, $31,400 for the direct costs of transporting personnel and materials and $7,600 
for direct administrative costs. Of the amount charged for bedding, $54,200 was considered 
to be the responsibility of outside organizations from which the Corporation has at- 
tempted to effect recovery without success. 


On June 5, 1968 the Executive Committee of the Corporation approved the ac- 
ceptance of the charge of $100,300 and on March 20, 1969 the Treasury Board authorized 
payment. However, the amount has not yet been paid. 


59. Contractors’ records not available for audit. A requirement of the contracts 
entered into by the Canadian Corporation for the 1967 World Exhibition for the pro- 
vision of maintenance services was that the costs under these contracts be subject to 
audit. These audits were to be carried out by either the Audit Services Bureau of the 
Department of Supply and Services or by the Corporation’s own internal audit staff. 
In the following cases the auditors were either unable to make an audit or their reports 
were qualified: 


1. The Audit Services Bureau attempted to perform a post-audit of 24 maintenance 
contracts with the same contractor involving an amount of $3,068,000. In the absence 
of proper records the Bureau was unable to come to any conclusion with regard to the 
contractor’s costs. Nevertheless, in seeking the Executive Committee’s approval of 
settlement of these contracts the Director of Finance and Administration and the 
Director of Installations certified that: 


In each case, an Engineer’s Final Certificate has been issued, the audit clearance has been received, and 
the Corporation’s Legal Branch has completed its review, where required. 


No final audit certificate has been received. 


2. The Corporation’s internal audit staff attempted to carry out an audit of three mainte- 
nance contracts with two companies, apparently inter-related, on which a total of 
$253,000 had been paid by the Corporation. The audit could not be carried out because 
the greater part of the records of both companies, maintained at the same location, had 
been accidentally destroyed. 
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60. Contractor’s share of sale proceeds of Primary Mass Transit System. In August 
1964 the Governor in Council authorized the Canadian Corporation for the 1967 World 
Exhibition to enter into a contract for the construction of the Primary Mass Transit 
System for the Exhibition at an estimated cost of $12,083,000 based on a firm lump sum 
and firm unit prices for estimated quantities, with a minimum guaranteed salvage value 
of $889,000 being a condition of the contract. The System was constructed at a cost of 
$12,232,000 and was sold to the City of Montreal in November 1968 for $1,880,000. 


In addition to providing for the guarantee by the contractor of a minimum salvage 
value of $889,000, the contract signed by the Corporation on August 20, 1964 provided 
for the contractor to be paid 20% of the first $1,000,000 realized in excess of $889,000, 
and 10% of any amount realized in excess of $1,889,000. Thus, the Corporation contrac- 
tually committed itself to make a payment to the contractor in the event that the salvage 
proceeds exceeded the guaranteed minimum, but this commitment was not made known 
to the Governor in Council. 


By a contract amendment dated September 5, 1964, which resulted from a change 
in equipment requirements, the minimum guaranteed salvage value was reduced to 
$500,000 without any reference to the Governor in Council. As a consequence of this 
amendment, the contractor became entitled to 20% of the first $1,000,000 in excess of 
$500,000, and 10% of any amount realized in excess of $1,500,000 and was paid $238,000 
when the System was sold. 


61. Certification of “counterpart funds” by recipient countries. In previous Reports 
references have been made to agreements with recipient countries requiring, with respect 
to commodities provided by Canada as gifts to be sold or otherwise distributed within 
those countries, that counterpart funds be set aside by those countries for the subse- 
quent financing of mutually agreed economic development projects. All of the agree- 
ments require that the recipient countries report the position of their counterpart funds 
accounts to Canada and that these reports be certified by the Auditors General, or other 
designated authorities, of the recipient countries. 


From the adoption of the counterpart funds concept in 1951 to March 31, 1969 
a total of $581,657,000 had been expended on commodities provided under agreements 
calling for the establishment of counterpart funds, including $84,527,000 for shipments 
made during 1968-69. The situation with regard to reporting and certification as at March 
31, 1969 was: 


Shipments prior to 1968-69— 


FROM OTe BUM COLUIEG goin 4 f'Wid ane tlh ote 2 btelar ee een RN e aral oly kik g lea hene $ 473,169,000 
TVCQUCUE UY DOU COLUMIEG. .~ < ccuth's cae a ce apart alec 6 cic aus cs Mae eee 6,369,000 
Darenorbedieg wes eit ¢. Sd s Se eee Cee. HER EE tres. olunn e ees 5 ee 17,592,000 

497 , 130,000 

Shipments in 1968-69— 

Reportedwnodwertifieds: 7 202. 0) s DOPE eas gerne OSI eee 4,014,000 
Reported; bui-not certified : stadt bene eee ed) otek d Jee eee 1,532,000 

DOT OGRE 4 66 ios 5 S20 le ie eA ale Caan Ne te RAN ath lei Bt bls le aid 78,981,000 
84,527,000 


$ 581,657,000 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 43 


Shipments in 1968-69 totalling $84,527,000 consisted primarily of wheat, $79,107,000, 
and flour, $4,846,000, other commodities being woodpulp, zinc, nickel and asbestos. 


Of the fourteen countries required to establish counterpart funds, eight which have 
received commodities costing $11,018,000 have not as yet provided any certification; 
three of these countries received their first commodities as far back as 1958 and 1960. 
One other country has set up counterpart funds equivalent to only $1,970,000 in respect 
of a special gift of wheat flour made in 1957-58 for which Canada expended $3 million. 


Of the $485 million of counterpart funds which has been set up, approximately $321 
million has been allocated for mutually agreed economic development projects. However, 
only approximately $111 million has so far been expended on these projects according to 
the latest reports available in the Canadian International Development Agency. 


62. Gift of wheat shipped in 1968-69, with payment subject to parliamentary 
appropriation for 1969-70. Although Canada had already shipped 517,000 tons of wheat 
to a developing country during the period May 1 to October 1, 1968, that country re- 
quested the Canadian International Development Agency to provide 400,000 tons of 
wheat as an advance against what it might normally expect in food aid for the year 
1969-70. The request was made because its reserve stocks were being depleted below 
desirable levels and it was hoped that Canada could make up for the shortfall of imports 
from another aid-giving nation. 


The Agency entered into an agreement in December 1968 with the Canadian Wheat 
Board to supply the wheat on terms that included this statement: 
The Canadian International Development Agency will reimburse the Canadian Wheat 


Board the cost of the wheat as early as possible in the 1969-70 fiscal year from funds made 
available by Parliament for Food Aid in the 1969-70 fiscal year. 


| It is our understanding that this was a compromise between the Agency, which did not 
- want to make a commitment, and the Board, which wanted a firm commitment. 


As a consequence of the agreement, 15,000 tons of wheat valued at $1.2 million were 


_ shipped in January 1969 and paid for from the 1968-69 departmental appropriation. 
_ Additional shipments totalling 338,000 tons of wheat, valued at $27 million, were made 


during January, February and March of 1969 and paid in April 1969 from funds appropri- 


| ated for 1969-70. 


63. Amending provisions of appropriation not included in Appropriation Act. 


| Included in Appropriation Act No. 4, 1968, 1968-69, c.11, is External Affairs Vote 35 for 
_ the External Aid Office which reads: 


Economic, technical, educational and other assistance as detailed in the Estimates. 


The Details of Services in the Estimates include five sub-votes and attention is drawn 


| to two of these: 


1. International Food Aid Program, including commodity contributions to the United 
Nations Relief and Works Agency for Palestine Refugees in the Near Hast and to 
the World Food Program in the current and subsequent fiscal years notwithstanding 
section 35 of the Financial Administration Act. 
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The words which we have italicised represent, with respect to this Vote, an amend- 
ment to section 35 of the Financial Administration Act, under which funds remaining 
unexpended lapse at the end of the fiscal year, and as such, in our opinion should have 
been included in the text of the Vote rather than in the text of the sub-vote which appears 
only in the Details of Services in the Estimates. 

2. International Development Assistance—payment to the Special Account established 
by External Affairs Vote 33d, Appropriation Act No. 2, 1965, for the provision of 
economic, technical and educational assistance to developing countries, and to extend 
the purposes of the said Vote to authorize in the current and subsequent fiscal years 
payments therefor out of the Special Account, subject to terms and conditions approved 
by the Governor in Council, to developing countries and their agencies, to educational 


and technical institutions in such countries, and to recognized international development 
unstitutions. 


In this case the italicised words represent a modification of the parliamentary author- 
ity under which the International Assistance Account was set up and in our opinion 
should have appeared in the vote text in Appropriation Act No. 4, 1968, in the same 
manner as the original enabling wording appeared in the text of External Aid Office Vote 
33d, in Appropriation Act No. 2, 1965, 1964-65, c.50. 


64. General election expenditure. The net direct costs of the general election on June 
25, 1968 totalled $13,836,700 compared with $12,966,600 for the 1965 general election. The 
following is a comparative summary of these costs: 


General election 


1968 1965 


PUMA CES LON sai eves < eicieued ot ses: Neuoenist ance ust sy see AL Tee Dis ae re et ee $ 5,042,900 $ 4,991,400 
POUIO Sta tIOUraCCOUNUS?... c's wins te tk ee nee cee ond Onis 3, 567,200 3,359,600 
UTI UMIN GE dee cigs ao Ws “dN ata als. 6 wate C0. tayo dca debtal elke eee calle a Ree cous 2 Pen pee 2,516,400 2,404,500 
Returning officers’ services and ExpeNseS..........cccccecccvccceces 1,767,500 1,700,100 
IPTEDATAUOLY WORK. So'202% Ag 204 a, ee 2 ED A eet 1,030,300 612,800 
Ota GIT CCL COSTS Se s,s ss eae lg Sas Gh ee Bae ego 13,924,300 13,068 , 400 
LeSS— Orr cited EPOSIts | Po eee te ee ee a Rees 87 , 600 101,800 


ENG eC ErCOStS er Bee te og kidien go bie ha oe cea On Ones em ce $ 13,836,700 $ 12,966,600 


The net increase of $870,100 in election costs was due mainly to an increase of 
586,000 in the electorate. The average cost per elector was $1.26 compared with $1.25 for 
the 1965 election. 


Not included as a direct cost are salaries of casual personnel employed in Ottawa 
specifically on the checking of election accounts, which officials estimate amounted to 
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$165,000 in 1968. Such costs should be included in any figure developed with respect to 
the costs of any particular election. 


Section 60 of the Canada Elections Act, 1960, c.39, specifies that fees or allowances 
for deputy returning officers and poll clerks and rental of polling stations shall be paid 
by special warrants drawn on the Receiver General, and that all other claims relating to 
the conduct of an election shall be paid by separate cheques issued from the office of the 
Receiver General at Ottawa. Although the Act does not provide for advances to returning 
officers, advances aggregating $379,000 were made to 240 out of the 264 returning officers 
for the payment of expenses in connection with the civilian vote in the 1968 general 
election. Advances to Canadian Forces returning officers totalled $46,500. 


In June 1958 we suggested to the Chief Electoral Officer and to the Deputy Receiver 
General that, until such time as the Canada Elections Act might be amended, claims 
which were being paid from advances to returning officers should be paid by separate 
cheques issued from the office of the Receiver General at Ottawa and sent directly to each 
person entitled to payment as stipulated by the Act. 


Although the present Act was proclaimed in 1960 the provisions of section 60 of the 
former Act were retained without material change, and in April 1962 we again drew 
attention to the lack of authority for advances made to election officers. 


The Chief Electoral Officer, in his report to the Speaker of the House of Commons on 
the 1962 general election, reeommended that the Canada Elections Act be amended to 
provide authority for the payment of an accountable advance to an election officer, limited 
to an amount deemed necessary to defray such office and other incidental expenses as may 


_ be approved under the tariff of fees, costs, allowances and expenses. 


pa eS 


In its Eighth Report 1964-65 the Public Accounts Committee recorded its support of 
the recommendation by the Chief Electoral Officer and expressed the hope that the 
amendment would be considered by Parliament at an early date. (See Appendix 1, item 


16.) 


65. Deficit on inspection services. The Department of Consumer and Corporate 


| Affairs is responsible for the administration of the Gas Inspection Act, R.S., c.129, the 
| Electricity Inspection Act, R.S., c.94, and the Weights and Measures Act, R.S., c.292. As 


required by these statutes, fees are charged for the related inspection services. The first 
two of these statutes specify that fees are to be regulated so as to meet the cost of carry- 
ing them into effect and, although the Weights and Measures Act does not specifically 
require revenue from fees to match the cost of the inspection services, it is our view that 
this should be done. 


In our Reports in previous years (paragraph 75 in 1968) we have pointed out that 
the direct costs of administering these statutes had exceeded revenue for a number of 


_ years and recommended a complete reassessment of the rate structure with the objective 
_ of recovering, by way of fees, the full costs of the services. There has been no change in 
_ the rate structure and for the year ended March 31, 1969 the salaries and expenses of 
- district offices exceeded revenue by 64%. 
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The following table shows the direct costs, the revenue and the deficit for the year 
1968-69: 


Electricity and gas inspections— 


Direct Gostayn eee etd Ee Rk reeds ed ee $ 1,604,000 
Revenues settee veto ee De Ne isa oe me Le aie a a 1,078,000 
Dekcitumieey oF eB hl O'S Cao a CAR |e Ree eee geet oe, ay 4 526,000 


Weights and measures inspections— 


PU LCE GOSS. Gide C ee SUR ais OE Reks RESALE Re a tae a aes Pee eee 2,161,000 
PREV CRUG eter in Pky WoL hk one Sa PM awe: ailb pail ca ashe Wika nun Bile CMM ei oi cE a RR 1,218,000 
Deficit..0cie. NEU Eee Mien asa Waukee Us calmed OST Ue ee CHAM GOTE SP one Arete tae tie a tent a een auc ee 943 ,000 


ape Vol iter REC NS Gad UN A a aC a RR CRIA a AB io drathae va bl MOREE eaD a LOAN a An Osea a rag $ 1,469,000 


Not included in the calculation of the deficit of $1,469,000 are the costs of administra- 
tion, operation of a laboratory, and services provided by other government departments, 
which in 1967-68 approximated $1.2 million. No estimate of these costs was made by the 
Department for 1968-69. 


In November 1968 the Department agreed that there should be a complete reassess- 
ment of the fee structure and stated that proposals were under development. It was also 


undertaking a review of the inspection program which was expected to result in important | 


changes having a bearing on the kind of fee structure that would be appropriate. 


It is our understanding that the review of the inspection program has proceeded to 


the point where a new fee schedule can be introduced and that recommendations to the | 


Governor in Council will be forthcoming. 


66. Failure to file statements. Section 121F of the Canada Corporations Act R.S., | 
c.53, requires a public company to file a copy of its financial statement with the Minister | 
of Consumer and Corporate Affairs within seven days after mailing it to the shareholders. | 


A filing fee of $10 is set by the tariff of fees. 


In paragraph 77 of our 1968 Report attention was drawn to the fact that 990 public | 
companies were in default in filing statements and that 257 of these had never filed a | 
financial statement since incorporation, some as far back as 1917. At March 31, 1969 the | 
corresponding figures were 670 companies in default of which 239 had never filed a finan- | 


cial statement. The Act makes no provision for penalties for failure to file financial state- 
ments and there appears to be nothing that the Minister can do to enforce such filing. 


However, clause 19 of Bill C-4, currently before Parliament, will, if enacted, provide | 


penalties for failure to file financial statements as required by the Act. 


Section 125 of the Act requires every company (both public and private) to file with | 


the Minister annual returns on or before the first day of June in every year giving certain 
information concerning the company and its directors. The annual filing fee is $10 if filed 
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on or before the first day of June or $20 if filed after the first day of June. Section 125 
also provides for a fine on summary conviction not exceeding $20 a day when a company 
is in default in the filing of the annual return. To the best of our knowledge charges have 
never been laid under this section. 


If companies do not file annual returns for two consecutive years there is a provision 
in section 125 for the Minister to give a year’s notice that the company will be dissolved 
unless it files the returns as required. The number of companies currently in default is 
1,909 compared with 2,883 at the same time a year ago. The names of 931 companies 
which have been in default for three years or more were published in the Canada Gazette 
within the past year because of failure to file. Of these, 486 filed the returns upon publica- 
tion of the notice and the remaining 445 are in the process of being dissolved. As in the 
past, no action was taken against any of the active companies for failure to file returns 
and the penalty provisions of section 125 of the Act remained inoperative. 


67. Cancelled telescope program, Mount Kobau, B.C. In October 1964 the Govern- 
ment approved a program for the construction of the Queen Elizabeth II Observatory 
on Mount Kobau and work began on the project in the following year. A twelve-mile 
access road to the site was constructed and orders were placed for the primary mirror 
blank, the polishing and grinding machine and other necessary equipment. Work on the 
detailed telescope design began in 1966. 


In August 1968 the Department of Energy, Mines and Resources announced cancella- 
tion of the program. Expenditure on the project amounted to $4,413,000 including 
$1,918,000 for the access road, $1,099,000 for the mirror blank and $182,000 for the polish- 
ing and grinding machine. 


In March 1969 the Government agreed to transfer, without charge, the assets of the 
Queen Elizabeth II telescope program to a consortium of western Canadian universities, 
on the understanding that the consortium would establish itself as a legal entity and 
show a clear intent to raise the funds necessary to complete the Observatory. 


The Department is of the opinion that the consortium has met these requirements 
and in October 1969 it reeommended to the Executive that the assets be transferred. 


| 68. Free accommodation for international commission, without parliamentary sanc- 
_ tion. In previous Reports (paragraph 95 in 1968) we have expressed the view that 
subsidies in the form of free accommodation provided to international commissions 
should be drawn to the attention of Parliament in the Estimates. We made reference to 
_ the case of the International Commission for the Northwest Atlantic Fisheries which 
| occupies space in a government-owned building in Dartmouth, N.S., without any rental 
charges. The present lease provides for occupancy to July 31, 1970. 


We reiterate that, in the interests of effective disclosure to Parliament, subsidization 
_ of this Commission should be revealed in the Estimates of either the Department of 
| Fisheries and Forestry, which administers Canada’s membership in the Commission, or 
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the Department of Energy, Mines and Resources, which has jurisdiction over the build- 
ing. We understand that the Department of Energy, Mines and Resources is giving 
consideration to disclosing this subsidy in future Estimates. 


69. Costs arising from cancellation of lease. In October 1967 the Treasury Board 
authorized the leasing by the Department of External Affairs of a furnished official 
residence for the Associate Permanent Representative and Ambassador of Canada to 
the United Nations, New York, for a two-year period terminating November 30, 1969, 
at an annual rental of US $36,000. Considerable concern was expressed by the Board at 
that time over the high cost of the rental. 


In December 1968, almost a full year before the lease was to expire, the Ambassador 
was transferred to another post and was not replaced. 


An offer to pay three months rent to break the lease at the end of December 1968 
was refused by the owner, who insisted on full payment under the lease and in addition 
claimed compensation of US $9,450 for damages. In May 1969 an agreement was reached 
with the owner whereby the Department would pay the remaining six months rent and 
the owner would release the Department from all claims for damages to the premises. 


The non-productive costs amounted to US $389,393 comprising $15,000 rent for the 
period January to May 1969, $18,000 consideration for the surrender of the lease, $2,538 
for servant’s salary and $3,855 for maintenance, repairs, hydro and other expenses. The 
Department has filed a claim for an insurance premium rebate which should reduce these 
costs by approximately US $900. 


70. Improper use of working capital advance. Certain of the allotments in External 
Affairs Vote 1 were overspent and, to avoid disclosing this, expenditure amounting to 
$17,000 was charged to the Working Capital Advance Account which is provided for the 
purpose of financing posts abroad and for making advances to personnel on posting and 
for medical expenses. | 


When over-expenditure occurs, it should be disclosed as such and should not be 
buried as an improper charge to a working capital advance. With the increasing use of 


working capital advances throughout the government service, it is important that it be © 


firmly established that an improper charge to a working capital advance is more serious 
than an over-expenditure of an allotment. 


71. Loans and advances representing grants. Reference has been made in previous 
Reports (paragraphs 88 and 239 in 1968) to certain loans made to Crown corporations 
and others, the repayments of which are dependent on further appropriations of 
Parliament. 


The practice of recording these expenditures as loans instead of grants has the effect 
of understating the deficit for the year as recorded in the Public Accounts and, to the 


extent that appropriations are provided in later years for repayment of the loans, the | 


deficit will increase or the surplus decrease in those years. 


ES A Nc - 
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The following additional loans of this type were made during 1968-69: 


anit LD COnUCase CULPOLatiOlls seer ss cocoate Cele pelea Sa aipt tee teas $ 22,200,000 
Canadien Corporation ior, tha.1967.World Axhibitiony «esas. Peed Toe LER A woes 17,500,000 
CeON SEC CAO sae NOTUNWOST L CITIGOLICR 6 es mac ate ad ok os <a eagle Ce > a begny om ba ww alae © 4,629,000 
eye eer error WKY CTL 1 OIN eerie, eee ie eer Toe an als Gs tee «whee One ML eee oe oes 3,501,000 
National Capital Commission: 
EBRUDE LG Aes T eokies kos tit Pee tac ce A Cayenne: Wd ah! i, ts Sek olay ain eee, tha 1,200,000 
POE NAT at CONDE iii at ie mess Ee EE ORs cock der es Poa 4o Re Lie vs eae 500 , 000 
IN Grousit: Colada LOWE? COMMISSION vega Ae ee i huese ont « eencra'a a, Sede + bd ad «8b yd oh pre paw a 250 , 000 
$ 49,780,000 


Had the above amounts been recorded as grants in accordance with the overall policy 
with respect to these matters as is outlined in paragraph 229 of Volume II of this Report, 
the deficit for the year would have been $49,780,000 greater. (See Appendix 1, items 9 
and 25.) 


Repayments during the year on loans of this type made in previous years were as 
follows: 


National Capital Commission: 


CON a mie etd heii te eed Peet dss Dekel bh ney DEN Rae ANAM WA debts: «tebe: $ 1,197,000 

Mi Meurt Mall CalPen pel br Lee. cee ct ces ek easly ea es eee ates Oe ee etre 9,743,000 
Conadiam proageasume Corporation’... 2. J My EIR SEE Oe ee dese ke. § 3,955,000 
Government olthesNorthwest (1 ermitories vey. 226202 aes es ee a ee 522,000 
Covermmen tao! tie WicOn x) CEPIMOr Vomday Bcf WMecrkicd-gd Mast ervey vedere el ad meee ON teak om eat 514,000 
$ 15,931,000 


These repayments were, with the exception of $526,000 derived from the sale of 
property by the National Capital Commission, all provided for in 1968-69 appropriations 
of Parliament. Had the loans been recorded as grants when originally made, these 
appropriations to enable repayment of principal would not have been required and the 
deficit for 1968-69 would therefore have been $15,405,000 less. 


Certain of these loans call for payment of interest at varying rates and the following 
interest income was recorded during 1968-69 with respect to them: 


Canadian Corporation for the 1967 World Exhibition....... AERO ORGS LU ERR Ala FA $ 7,867,000 
Canadmn prosdcasting Corporation... 4. .csclee hse 6 ss ais cea ce Ohana mates hs amet om 4,762,000 
Nations Capital omission Se. 24000 . OS) CER A ales oe coees Sass, MRR Nab 3,831,000 
Government.or the Nortnwest TL eCrritoried.-.. haa betes ek ete eek aple Me ttat autos sak 623 , 000 
Goverimentrorthe Yukon) erritory rs tise. chs. th obi ees US. ee. BRIO: 512,000 

$ 17,595,000 


Of this total, $8,851,000 was provided from 1968-69 appropriations of Parliament 
but this provision had no effect on the recorded deficit for the year as it was offset by the 
recording of an equivalent amount of income. However, both the expenditure and revenue 
of the year are greater by this amount than would have been the case had the funds 
advanced in previous years been recorded as grants rather than loans requiring payment 
of interest. 
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Of the interest income received from the National Capital Commission, $877,000 
was paid from property rental and other income. 


Interest income of $7,867,000 received from the Canadian Corporation for the 1967 
World Exhibition was paid by the Corporation from the proceeds of additional loans and, 
as part of the Corporation’s deficit, must eventually be covered by appropriations of 
Canada, the Province of Quebec and the City of Montreal. 


The appropriations for the Canadian Broadcasting Corporation did not disclose that 
provision was being made for repayment of loans and payment of interest. 


72. Indirect compensation to chartered banks. It continues to be the practice of the 
Government to maintain large balances on deposit with the chartered banks, receiving 
interest only on balances in excess of an aggregate interest-free amount of $100 million. 
Interest is calculated by the Department of Finance on the minimum weekly balance in 
excess of $100 million at the weekly average accepted treasury bill tender rate for the 
three months treasury bills, less 10% of that rate, and amounted to $20.1 million in 
1968-69. The average effective rate was 5.64%. 


Section 93 of the Bank Act, 1966-67, c.87, reads in part: 


93. (2) The bank shall not make a charge for cashing a cheque or other instrument 
drawn on the Receiver General or on his account in the Bank of Canada or in any other 
bank, or for cashing any other instrument issued as authority for the payment of money out 
of the Consolidated Revenue Fund, or in respect of any cheque or other instrument drawn 
in favour of the Receiver General, the Government of Canada or any department thereof 
or any public officer in his capacity as such, and tendered for deposit to the credit of the 
Receiver General. 

(3) Nothing in subsection (2) shall be construed to prohibit any arrangement between 
the Government of Canada and the bank concerning interest to be paid on any or all 
deposits of the Government of Canada with the bank. 


We have drawn attention to this prohibition in our Reports since 1962 (paragraph 
89 in 1968) and on three occasions the Public Accounts Committee has expressed the 
view that if banks are to be compensated for services provided to the Crown, considera- 
tion should be given to the most equitable manner in which this may be done, with statu- 
tory sanction being given by means of an appropriate amendment to the Bank Act. (See 
Appendix 1, item 10.) 


The wording of these subsections was considered by the Public Accounts Committee 
prior to their enactment by Parliament in 1967 and in its Seventh Report 1966-67 the 
Committee expressed the opinion that this wording did not meet its recommendations 
and asked the Department of Finance for explanations on three points: 

(1) why it considers that an amount of $100 million should be left on deposit with the 

chartered banks free of interest; 


(2) why, if it considers that the chartered banks should be compensated for the service 
provided by them to the Government, it has not recommended that subsection (1) of 
section 93 of the Bank Act, 1953-54, c. 48, be amended to permit this; and 


(3) what other means of compensating the banks for services rendered were considered 
and why they are being discarded. 
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On October 15, 1969 the Minister of Finance wrote to the Chairman of the Public 
Accounts Committee outlining the views of the Department of Finance on these three 
points. 


73. Royal Canadian Mint. In our 1968 Report (paragraph 90) we disclosed a situa- 
tion wherein 77,600 coin sets with a total value of $692,000 had been shipped by a Mint 
employee without bona fide orders. Full payment had been made and no loss to the 
Crown resulted. The orders used to effect shipment bore many names and addresses, 
including a number of fictitious ones, but it is our understanding that the coin sets were 
received by one particular coin dealer. Failure of officials in the numismatic section of 
the Mint to take inventory of completed coin sets daily and to reconcile periodically the 
liability account for unshipped prepaid orders allowed a breakdown in the system of 
internal control to go undetected. We pointed out to the Department of Finance that, 
as the Mint is primarily a manufacturing organization, it is not particularly well equipped 
to deal with the problems associated with the distribution of coin sets to dealers and 
the general public. For this reason, we suggested that consideration be given to alterna- 
tive ways of handling this distribution. 


The system of internal control has been tightened up and our audit for the year 
ended March 31, 1969 disclosed no irregularities. The Royal Canadian Mint was a 
branch of the Department of Finance to April 1, 1969 when it was incorporated by the 
Government Organization Act, 1969, 1968-69, c.28, and the Minister of Supply and 
Services was designated as the reporting Minister. We have been informed by the 
Department of Supply and Services that the irregularities in the distribution of coin 
sets are considered to be isolated cases and accordingly no change in the method of 
distributing numismatic coin is warranted. 


The employee who resigned after admitting responsibility for the irregular shipments 
has since been charged under the Criminal Code, found guilty of accepting benefits in 
the amount of $22,000 and fined $5,000. One other Mint employee and a coin dealer 
have also been charged under the Criminal Code. 


74. Limited competition for government business. In previous Reports (paragraph 92 
in 1968) we have referred to the engraving and printing of postage stamps, other revenue 
stamps and labels, bonds, paper currency, passports and other documents and forms 
for the Government and the Bank of Canada. This work has been carried out almost 
exclusively by two Ottawa firms for many years and currently occupies most of their 
productive capacity. Last year we reiterated that very limited competition for govern- 
ment contracts creates a risk of excessive profits at the expense of the Crown. In response 
to our suggestion that audit provisions be included in the contracts with these firms, 
the Deputy Minister of Finance informed us that cost audits could be made under the 
present contracts but were not being requested as the Treasury Board was reviewing 
the business done with these companies. In addition, a study team of representatives 
of interested departments and agencies was to be established “to develop a procedure 
that will provide the most economical procurement of security printing consistent with 
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the standards of security and quality required and the viability of the two existing 
commercial sources”. 


During 1969, at the request of the Deputy Minister of Finance, the Audit Services 
Bureau of the Department of Supply and Services carried out cost audits for the year 
ended December 31, 1968 of all contracts between these firms and the Departments of 
External Affairs, Finance, National Revenue and the Secretary of State, the Post Office 
and the Unemployment Insurance Commission. The audits revealed that substantial 
profits had been made on most government contracts but these had been reduced to a 
moderate overall profit by a loss on contracts with the Post Office which had terminated 
its non-competitive contracts and had invited tenders from the two firms for five-year 
contracts effective January 1, 1968. This had resulted in annual savings of about $175,000 
on postage stamp contracts. No examination was made of, and as far as we are aware 
no specific information is available with respect to, the rate of profit on contracts with 
the Bank of Canada for the printing of bank notes. 


The study team, which was established in September 1968, found that contracts 
generally extended over many years and were allocated to one or the other of the two 
firms rather than awarded on the basis of tenders. Moreover, the very limited competition 
that existed was weakened by the Government’s policy of equalizing business between 
the two firms. However, conclusions as to the most satisfactory procurement methods 
and procedures were not unanimous and no decision as to future policy has been made. 


In our opinion, if the interests of the Crown are to be protected, the procurement of 
security printing should be centralized in the Department of Supply and Services in 
the same manner as the procurement of other goods, as is envisaged by the Government 
Organization Act, 1969, 1968-69, c.28. In addition, competition should be broadened to 
include other firms in Canada and elsewhere. A number of these firms print money 
orders, bonds, share certificates, etc., which require equally high standards of security 
and quality. 


75. Subsidization of Fishermen’s Indemnity Plan. For several successive years, (1968, 
paragraph 94) we have referred to accounts maintained in connection with the Fisher- 
men’s Indemnity Plan which was introduced in 1953-54. From the outset there were two 
accounts, the Fishing Vessel Indemnity Account and the Lobster Trap Indemnity 
Account. In 1966 a third account, the Fixed Fishing Gear and Shore Installations Indem- 
nity Account, was added. Although the Plan was intended to be self-supporting (except 
for administration costs met through parliamentary appropriation) all accounts had 
recorded net deficits since. their inception. 


Some years ago, concern of the Department of Fisheries with the deficits which 
were being incurred in respect of the Fishing Vessel Indemnity Account resulted in a 
study directed in part to ascertaining what changes in the regulations were practicable 
or to what extent premium rates should be revised. In June 1968 this study culminated in 
the introduction of new regulations embodying premium rates which were expected to 
make this element of the Plan more viable. The step achieved its purpose, with 1968-69 
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activities resulting in a surplus of $37,000 compared with the preceding year’s deficit of 
$133,000. 


We also noted in recent Reports that fishermen were availing themselves of the Lob- 
ster Trap Indemnity facilities to a decreasing extent. This continued into 1968-69 when 
premium income was only $1,900. The payment of claims of $5,900 resulted in a deficit 
of $4,000. In February 1969 the Lobster Trap Indemnity Regulations were revoked. As 
we are informed that no claims will be entertained in 1969-70, the accumulated deficit 
of $690,000 to March 31, 1969 is likely to represent the final standing of the Lobster Trap 
Indemnity Account. 


In October 1968 the Department had announced the immediate discontinuance of 
the Fixed Fishing Gear and Shore Installations Indemnity Account because of insufficient 
participation by the fishermen. A 1968-69 deficit of $31,100, the result of claims paid of 
$37,300 offset by premium income of $6,200, increased the accumulated deficit in the 
Account from its inception in 1966 to $64,500 at March 31, 1969. As policies have been 
allowed to run to expiry dates later in 1969, the final standing of this Account is not 
yet known. 


76. Loan to Indian band recorded as a grant. Our 1968 Report (paragraph 98) 
referred to a payment of $20,000 by the Department of Indian Affairs and Northern 
Development to an Indian band to meet expenses in connection with the negotiation 
of a settlement for Reserve lands expropriated by The St. Lawrence Seaway Authority. 
Although a condition attached to the payment was that it would be repaid in due 
course from moneys which the band would receive from the Seaway Authority, it was 
not recorded as a loan but as an expense of the year. 


The situation remains unchanged from last year. No action has been taken to 
show the amount of $20,000 owed by the Indian band either as an outstanding loan 
in the accounts or as an account receivable in the memorandum records maintained for 
other types of indebtedness to the Crown. 


77. Loan to co-operative association recorded as a grant. In our 1968 Report (para- 
graph 99) reference was made to a payment of $15,000 from Indian Affairs and North- 
ern Development Vote 5, which provides for administration, operation and maintenance 
expenses of the Indian Affairs Branch. We expressed the view that, as the payment 
was in effect a loan to a co-operative association, it should have been treated as such 
instead of as a 1967-68 expenditure. 


We have since confirmed that the payment by Canada and a matching one by a pro- 
vincial Crown corporation have been the subject of a loan agreement between the corpora- 
tion and the co-operative, and that payments by the co-operative will be shared by the 
corporation equally with Canada. Although no adjustment has been made in the accounts 
of the Federal Government to record the loan, the indebtedness of the association now 
appears as an account receivable in the memorandum records of the Department of Indian 
Affairs and Northern Development. Repayments, based on sales volume, are to commence 
on December 1, 1969 and are to be completed within a twenty-year period. 
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78. Accounting for advances to Indian bands for housing construction. Reference has 
been made in our past two Reports (paragraph 100 in 1968) to a program of the Depart- 
ment of Indian Affairs and Northern Development for the construction of houses on 
Indian Reserves. Bands regarded as capable of managing their own affairs and interested 
in doing so have been permitted to assume responsibility for the program and the related 
financial resources made available by the Department, subject to certain conditions. 


One of the conditions is that 25% of the funds for the total annual program will be 
advanced to the band at the start of construction, with the balance to be made available as 
and when required upon submission by the band of certified statements of account cov- 
ering amounts previously advanced. Last year we reported that in 1966-67 approximately 
$100,000 had been advanced from the Department’s Vote 85 and permitted to remain as 
a charge to the appropriation, although no accounting for the advances had been made 
by the year-end. Advances of $329,000 in 1967-68 were similarly recorded as expenditure. 


We have established that $97,000 of the total of $429,000 advanced in these two years 
remains to be covered by the required statements of account. During 1968-69 further 
advances aggregating $1,404,000 were made. Of this amount, a total of $527,000 remains 
to be covered by statements of account. 


79. Public money not paid into the Consolidated Revenue Fund. In 1965 the Indian 
Affairs Branch, now of the Department of Indian Affairs and Northern Development, was 
authorized to conduct timber operations on the Chilcotin Plateau, near Williams Lake, 
B.C., for purposes of an Indian forestry training project. 


In May 1967 an agreement was entered into for the sale to a local company of logs 
produced from the operation, a provision being that they would be delivered to the pur- 
chaser at appropriate landings. 


Later in 1967 a general financial cut-back by the Government threatened the exis- 
tence of the training project. To enable it to continue, the agreement for sale of the logs 
was amended so that, although the training centre continued its operations as before, 
the payrolls and other accounts were turned over to the company which issued cheques 
for these expenses and reduced its indebtedness to the Crown accordingly. The procedure 
resulted in a diversion of public money contrary to the principle of budgetary control by 
Parliament. 


Provision for the same practice was included in an agreement with another purchaser 
of logs entered into in November 1968. 


The revenue diverted under the agreements during the two years ended March 31, 
1969 amounted to $107,000, of which $52,000 related to 1968-69. 


80. Acquisition of additional land for Indian Reserve. In 1967 representatives of an 
Indian band requested the Department of Indian Affairs and Northern Development to 
finance the purchase of land to enlarge a Reserve in the vicinity of Quebec City. The 
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additional land was stated to be required primarily to provide for population growth and 
the extension of local industries. 


After agreement had been reached to consider four parcels of land comprising about 
106 acres, the Department arranged for an appraisal of the property. The appraiser 
expressed concern about meeting the requirement in mid-winter but was instructed to 
proceed under what were recognized as less than ideal circumstances. His valuation of 
$210,000 was regarded by departmental officials as somewhat in excess of market value 
because his appraisal was based on the value of serviced lots, although the land was not 
serviced, and due to swampy conditions much of it would be unusable unless extensive 
drainage operations were carried out. 


The property owners placed a valuation of $257,000 on their holdings. Although in 
the circumstances another appraisal when the land was free of snow cover appeared desir- 
able, this step was not taken and during the year payment of a negotiated price of 
$237,000 was charged to the Department’s Vote 10. 


81. Inadequate accounting and financial control procedures, Indian agencies. In our 
past two Reports (paragraph 102 in 1968) attention was drawn to the results of our 
examination of a number of the field offices maintained by the Department of Indian 
Affairs and Northern Development for the administration of its programs for the Indian 
population. We referred to the need for a strengthening of financial control over field 
activities and described the areas of particular concern. 


During 1968-69 examinations were made at 25 of the 68 agencies and district offices. 
As a result of these examinations the attention of the Department was drawn to several 
instances where the cash handling procedures were unsatisfactory, internal control was 
lacking, follow-up of outstanding accounts receivable was ineffective, control procedures 
for stores and equipment were unsatisfactory, payroll records and procedures were inade- 
quate, welfare administrative procedures were unsatisfactory, and also to the following: 


1. IMPROPER USE OF REVENUE. At three offices the commissions accruing from issuance of 
provincial birth, death and marriage certificates were used to supplement staff coffee 
and gift funds. 


2. UNSATISFACTORY ACCOUNTS RECEIVABLE PROCEDURES. Nine offices were not maintaining 
a control account for leases and the unofficial leasing of Reserve lands had occurred 
at three locations. 


3. INADEQUACIES IN ACCOUNTING FOR BAND FUNDS. The audited financial statements due from 
Indian bands managing their own revenue moneys under section 68 of the Indian Act, 
R.S., c. 149, were outstanding at three locations. 


4. UNSATISFACTORY PROCEDURES RESPECTING LOANS MADE UNDER SECTIONS 64(h) AND 69 oF 
THE INDIAN ACT. Further evidence was found of a lack of positive action in the collection 
of amounts due under loans. During the year the outstanding loans made from the 
Consolidated Revenue Fund under section 69 of the Act increased from $1,447,000 to 
$2,075,000, and the arrears from $476,000 to $500,000. During the same period the 
outstanding loans from the capital funds of bands under section 64(h) increased from 
$218,000 to $237,000, and the arrears from $162,000 to $168,000. 
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We have been informed by the Department that remedial action has been taken 
with respect to matters drawn to its attention. 


82. Inadequate accounting and financial control procedures, Fort Smith, N.W.T. 
In our Reports for the past several years (1968, paragraph 104) we have referred to 
inadequacies in accounting and financial control procedures in the Regional Office of the 
Department of Indian Affairs and Northern Development at Fort Smith. Last year we 
observed that many of the functions for which the office was responsible were being 
assumed by the Government of the Northwest Territories and that this transfer was 
expected to be completed by April 1, 1969. 


We also commented last year on the results of an examination at Fort Smith in 
November 1968. Among other things, we referred to outstanding accounts receivable on 
behalf of the Department of National Health and Welfare. We were later informed that 
these had been returned to that Department. We also observed that positive action 
towards the collection of long-outstanding water and sewer accounts was not apparent. 
In that regard we were informed that although the Town of Fort Smith had been 
approached regarding assistance in the collection of these accounts, which relate to the 


period when the services were a federal rather than a municipal responsibility, no firm | 


commitment had been obtained. We also reported that the processing of accounts payable 
continued to be subject to delays. The easing of the work load resulting from the transfer 
of activities to the Territorial Government assisted in disposing of this problem 
satisfactorily. 


Following completion of the transfer of responsibilities assumed by the Government | 


of the Northwest Territories, the departmental office at Fort Smith was closed on 


September 1, 1969 and the long-outstanding water and sewer accounts have been trans- — 


ferred to the Territorial Regional Office at Fort Smith for follow-up and collection. 


83. Inadequate control of stores at northern locations. In our Reports for several 
years past (paragraph 103 in 1968) we have referred to the unsatisfactory control of 


and accounting for stores at northern locations, to the concern of the Public Accounts | 


Committee with this situation as expressed in its Eighth Report 1966-67 (see Appendix 1, 
item 30), and to our intention to review matters in the course of examinations at northern 
points in 1968-69. 


During the year examinations at Fort Smith and Inuvik indicated that stores opera- 
tions had improved, although it was necessary to draw a number of inadequacies to the 
attention of the Department of Indian Affairs and Northern Development. 


Responsibility for various functions in the Mackenzie District was transferred from 
the Federal Government to the Government of the Northwest Territories as at April 1, 
1969 and associated stores activities then became a Territorial responsibility. Depart- 
mental stores operations in the eastern Arctic will also be curtailed considerably with 
the assumption by the Territorial Government of increased responsibilities in that area 
from April 1, 1970. 


SSS 


| 
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To a substantial extent, therefore, our future examinations in respect of northern 
stores will be in connection with the audit of the Territorial accounts. 


84. Cost of failure to discharge cargo, Eskimo Point, N.W.T. Late in the 1967 ship- 
ping season inclement weather prevented a ship from discharging a substantial portion of 
the cargo consigned to Eskimo Point by the Department of Indian Affairs and Northern 
Development. The vessel proceeded to Churchill where about 1,200 tons of cargo were 
transferred to a smaller vessel which would be able to anchor closer to the site. 


Although the second vessel was able to unload about 350 tons at Eskimo Point, con- 
ditions were such that the ship was ordered back to Montreal by her owners without hav- 
ing discharged about 850 tons of petroleum products in drums. At Montreal some of the 
drums were returned to the suppliers and others were held in storage for reshipment to the 
Arctic in 1968. 


Freight costs from Montreal to Eskimo Point incurred with respect to the cargo 
which was returned to Montreal amounted to $128,000 and subsequent storage and han- 
dling charges in Montreal amounted to $8,000. The Department of Justice was asked for 
advice concerning the Crown’s legal position with regard to the recovery of the freight 
costs from the shipping company and payment of the account for storage and handling. 
During the year the opinion was given that in the absence of any indication that the car- 
rier had not made every effort to unload the full cargo, the Crown had no claim against 
the carrier for return of the money paid on account of freight or for damages for non- 
delivery of the oil. Accordingly, the amount of $136,000 may be regarded as non-produc- 
tive. 


85. Inadequate accounting and financial control procedures, National Parks, During 
the year examinations were made at nine of the 17 parks administered by the Department 
of Indian Affairs and Northern Development. Observations arising from these audits 
were referred to the Department, with assurances of remedial action being received in 
the great majority of cases. 


The weaknesses observed were largely centred in the procedures for the collection 
and disposal of revenue, and included inadequacies in internal control, in accounting prac- 
tices and in application of the fees set out in the regulations governing the various park 
activities. Because chartered banks and post offices are in most instances some distance 
away, Treasury Board approval was obtained in November 1969 to relax the deposit 
requirements of the Receipt and Deposit of Public Money Regulations for purposes of 
the parks. 


At three locations it was found that park-fabricated equipment had not been recorded 
in the inventory. At another park an individual was employed, on a service contract basis, 
in connection with the establishment and operation of an appropriate inventory control 
system for equipment, but without satisfactory results. 


86. Unrealistic meal charges in National Parks work camps. In 1957 the National 
Parks Service of the Department of Indian Affairs and Northern Development estab- 
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lished a rate of 65 cents per meal to be recovered from its employees in work camps. This 
rate has remained unchanged and any adjustment is now regarded as being subject to a 
provision in a collective labour agreement, signed November 29, 1968, which calls for 
joint consultation on certain matters before new policies are introduced or existing 
regulations or directions cancelled or amended in such a way as to affect employees 
covered by the agreement. 


The financial records for 1968-69 indicate that the meal rate established in 1957 is 
now far from adequate in terms of cost recoveries. 


At five of the western parks catering and housekeeping services were provided to 
established camps under a catering agreement. During the year about 154,000 meals © 
were provided under the agreement at an average cost of $1.51 per meal for a total of © 
$233,000. Recoveries averaged 69 cents per meal for a total recovery of $106,000. This is 
slightly higher than the established rate of 65 cents per meal for park employees because 
higher rates are charged to others who are permitted to use the facilities. | 


At other parks meals are provided through canteens operated by the Department. | 
During the year the recorded cost was $76,000, involving the wages of cooks and helpers , 
and the cost of food. Recoveries amounted to $40,000. Information as to the number of 
meals served is not available. 


The Royal Commission on Government Organization recommended that depart- | 


ments review activities devoted to providing food services with a view to ensuring, among | 
other things, that charges to beneficiaries are related to the total cost of operations. 
The relationship between costs and recoveries in respect of meals provided to employees | 
of the National Parks Service indicates that such a review should be undertaken. (See | 


also paragraphs 101 and 193 of this Report.) 


87. Co-ordination of research and development assistance to industry. In our 1968 | 
Report (paragraph 106) we explained that the Crown stimulates industrial research and | 
development in four ways: general grants authorized by the Industrial Research and | 
Development Incentives Act, 1966-67, c.82, which are available to all Canadian industrial | 


— ———— = <= 


firms carrying out research and development; programs to meet specific needs, admin- 
istered by the National Research Council of Canada, the Defence Research Board and the — 
Department of Industry, Trade and Commerce; accepting research and general develop- | 
ment costs in overhead charges to government contracts; and specific contracts for | 
research and development of special equipment. Co-ordination of the specific programs is | 
provided by interlocking advisory committees and we expressed the view that considera- | 
tion should be given to a reassessment of this interlocking advisory committee method of © 
achieving scientific and technical co-ordination of the various programs. We also sug- | 
gested that, with regard to financial co-ordination of research and development expendi- : 
ture, consideration be given to the maintenance of a central record of payments by 
projects and companies, possibly in the Department of Industry, Trade and Commerce. 
This latter suggestion is presently being studied by officials of that Department. 


i 


Le 
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In September 1968 the Special Committee on Science Policy was appointed by 
the Senate to consider the science policy of the Federal Government with the object of 
appraising its priorities, its budget and its efficiency in the light of the experience of 
other industrialized countries and of the requirements of the new scientific age, and 
to enquire into the following: 


(a) recent trends in research and development expenditures in Canada as compared with 
those in other industrialized countries; 

(b) research and development activities carried out by the Federal Government in the 
fields of physical, life and human sciences; 


(c) federal assistance to research and development activities carried out by individuals, 
universities, industry and other groups in the three scientific fields mentioned above; and 


(d) the broad principles, the long-term financial requirements and the structural organiza- 
tion of a dynamic and efficient science policy for Canada. 


The Committee has concluded its enquiries but has not yet issued its report. 


In January 1969 the Treasury Board established a working group to study existing 
programs designed to encourage research, development and innovation in the Canadian 
manufacturing industry; to examine the relationship of the existing programs to the 
roles of the departments and agencies concerned; and to recommend changes to improve 
the effectiveness and compatibility of existing programs and government assistance for 
research, development and innovation generally. 


The group, comprising representatives of the Department of Industry, Trade and 
Commerce, the Department of Finance, the Treasury Board, the National Research 
Council and the Defence Research Board, completed its work in March 1969. Its report 
included the recommendation that an Interdepartmental Committee on Innovation be 
established to conduct a continuing review of program objectives and policies. This 
Committee has since been established. 


88. Admiralty courts. Our last three Reports (paragraph 110 in 1968) have included 
criticisms of the administration of Admiralty courts, including such matters as failure to 
comply with rules and regulations established for the courts, inadequate accounting 
records and the lack of specific and detailed instructions for the registrars with respect 
to records to be maintained, type of bank account to be used and the disposition of 


_ interest earnings on funds deposited into court. Further examinations carried out during 


1968-69 at the courts in St. John’s, Charlottetown, Halifax, Quebec, Montreal, Toronto 
and Vancouver disclosed that many of these weaknesses still existed. 


During the latter part of the year, following a change in the rules of the Exchequer 
Court and the Exchequer Court in Admiralty, an administrator was appointed to devote 
his time to the administrative side of these courts. The rules of the courts have been 
further amended to provide that the funds of the courts are to be deposited in the Con- 
solidated Revenue Fund, rather than in individual bank accounts. The effective date of 
this new procedure has not been established. 
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89. Increase in the annuity to a judge as the result of delay. Section 23 of the 
Judges Act, R.S., c.159, provides that: 


The Governor in Council may grant to...a Judge who has become afflicted with some 
permanent infirmity disabling him from the due execution of his office, if he resigns his 
office or by reason of such infirmity is removed from office,...an annuity not exceeding 
two-thirds of the salary annexed to the office held by him at the time of his resignation, 
removal or ceasing to hold office.... An annuity granted to a judge under this section shall 
commence on the day of his resignation... | 


A judge was on leave of absence due to illness from February 7, 1966 to June 12, 
1967 although the approval of the Governor in Council required by section 36 of the 
Act was sought and granted only for the periods February 7 to June 7, 1966 and 
September 1 to December 31, 1966. The salary of his office was $25,000 per annum. 
This was increased to $30,000 on March 1, 1967 and on June 1, 1967 it was further 
increased to $32,000. 


It had become apparent prior to March 1, 1967 that the judge’s disability had 
rendered him incapable of carrying out his office and a resignation was submitted on 
his behalf on April 21, 1967. As this was not acted upon by the Governor in. Council until 
June 18, 1967 the annuity granted amounted to $21,333 or $4,666 more than if he had 
been retired before March 1, 1967. 


90. Payment of salary to a judge during leave of absence. In our 1965 and 1966 
Reports we drew attention to payment of salary totalling $31,500 to a judge while on 
leave of absence pending the disposal of criminal charges that had been laid against 
him. The judge had actually sat on the bench for only seven months. Payments were 
discontinued in November 1965 when the appeal court quashed the conviction against 
him and granted him a new trial. The judge had previously agreed that, from the date 
of the judgment of the appeal court, any leave of absence that he might have would be 


understood to be leave without pay. The judge was acquitted at his second trial and | 


the acquittal was upheld on appeal in May 1968. In the meantime, the judge had 


become afflicted with a permanent infirmity disabling him from the due execution of | 


his office. 


The Governor in Council in July 1968 approved payment to him of an annuity of 
$18,667 under the provisions of the Judges Act, R.S., c.159. Although the judge had 
agreed to leave without pay from November 1965, the Order in Council also provided 


for payment retroactively of salary for the period and he was paid an amount of $67,091 | 


in September 1968. 


91. Hxistence of annuitants. In last year’s Report (paragraph 111) we stated 


that during 1966-67 the Government Annuities Branch, in response to observations | 


we had made on the possibility of payments being continued after annuitants were 


deceased, mailed certificate forms to 28,000 annuitants in order to obtain confirmation — 
of their existence. This test, which covered approximately one-third of the total number | 


of annuitants who were being paid directly, resulted in the establishment of some 
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$18,400 in overpayments, of which $15,300 was recovered and $3,100, the overpayment 
to one annuitant, has now been written off under authority of Treasury Board Vote 6b, 
Appropriation Act No. 1, 1969, 1968-69, c.23. These results confirmed to us that periodic 
confirmation of the existence of annuitants is essential. 


In early 1969 the Annuities Branch started obtaining life certificates from the 
two-thirds of the annuitants not covered in the first program. This program is expected 
to extend into 1971-72. By September 30, 1969, 10,000 requests for confirmation, had 
been mailed leaving approximately 46,000 annuitants still to be canvassed. No further 
overpayments have been established although some of the returns are still under inves- 
tigation. 


92. Municipal winter works incentive program. This program, under which Canada, 
by annual agreements with all of the provinces and the territories, had undertaken 
to pay a percentage of direct labour costs incurred on site on accepted winter works 
projects undertaken by municipalities, Indian bands and unorganized settlements, 
was terminated on expiry of the 1967-68 program year on April 30, 1968. Incentive 
payments in 1968-69 in respect of the 1967-68 program amounted to $22 million, bring- 
ing the total incentive payments from the inception of the program in 1958 to $268 
million. 


In our 1967 and prior Reports we stated that our test examination of claims against 
the Federal Government indicated that the effectiveness of the program in providing 
benefits to those it was designed to assist was somewhat less than its potential and that 
there was need for a more specific spelling-out of the terms of the agreements to set 
straight some irregular and questionable practices which had developed. Amendments 
designed to eliminate any misinterpretations of the terms of the program and to curb 
the abuses which had developed were introduced into the agreements for the 1966-67 
and 1967-68 program years. These resulted in a substantial curtailment in the number 
of irregularities in the first year and a still further curtailment in the second year; 
nevertheless, certain abuses related to the employment on winter works of regular 
employees of municipalities, the claiming for overtime in other than circumstances of 
emergency and the lack of certification by municipalities or contractors confirming the 
eligibility of workers, continued to be encountered. 


93. Hxaminations of Canada Manpower Centres and Regional Offices. The Depart- 
' ment of Manpower and Immigration, which was formed in 1966, has established 254 
~ Canada Manpower Centres and five Regional Offices across Canada to administer a 
_ national employment service, formerly a function of the Unemployment Insurance Com- 
| mission, and programs designed to combat unemployment such as the Adult Occupa- 
tional Training Program and the Manpower Mobility Program. During the year we 
examined 14 of these offices, mainly in the major cities, and drew to the attention of 
the Deputy Minister errors disclosed by our examination and any weaknesses in the 
control of transactions that we had noted. Most of our observations are still being con- 
sidered by the Department. 
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94. Inadequate liaison between the Department of Manpower and Immigration 
and the Unemployment Insurance Commission. Among the conditions set out in the 
Unemployment Insurance Act, 1955, c. 50, which disqualify an insured person from 
receiving benefit, two stand out as the most difficult to establish and the most widely 
abused: the claimant without good cause fails to apply for or refuses to accept suitable 
employment, or he is unavailable for work. In the absence of proof that a claimant 
has refused a suitable job offer or evidence conflicting with his declared availability, 
his declaration must be accepted. Prior to April 1, 1965 claimants were required to 
register with the employment service branch of the Unemployment Insurance Com- 
mission and that branch made known to the insurance branch any refusal of suitable 
employment offered by it. Consequent on the transfer of the administration of the 
employment service from the Commission, first to the Department of Labour and 


subsequently to the Department of Manpower and Immigration, procedures were | 
established whereby the employment service offices (Canada Manpower Centres) were 
required to notify the Commission when an offer of suitable employment to a claimant © 


had been rejected or the claimant had indicated his withdrawal from the labour force. 
Mindful that this information has a direct bearing on the determination of claimants’ 
entitlement to benefit under the Unemployment Insurance Act, our examinations of 
unemployment insurance offices over the past two years have included an assessment 
of the liaison procedures in effect between these offices and the manpower centres serving 
their areas. The examinations show that a deterioration in liaison has accompanied the 
separation of the employment and insurance functions. While there is considerable 
variation in the degree of importance placed by various manpower centres on the 
matter of liaison with the Commission, a general pattern is evident: 


1. In many instances persons drawing unemployment insurance benefits are not registered 
in manpower centres. 

2. Numerous employment registrations take the form of alphabetically-filed claimant name 
slips with no occupational-code filing for ready matching against job vacancies. 


3. Regular contact is not maintained between manpower centres and registered claimants; | 
instead, the initiative is left with the claimant and manpower counselling tends to | 


be directed towards those most interested in finding work. 


4. Commission offices are required to notify manpower centres when claimants cease draw- 


ing benefits, but the more logical converse requirement is not imposed when the centres | 


are aware of or have arranged for placement. Claimants may, and on occasion have, 


notified manpower centres that they have found work but have continued to draw | 


benefits. 

5. Information was formerly available from national employment service files on restric- 
tions imposed by claimants on desired wages, hours or locale. These restrictions, although 
not tantamount to outright withdrawals from the labour force, have the effect of 


limiting the probability of matching candidate to job. Such information is no longer 


available to Commission interviewers and insurance officers. 


The impact on the Unemployment Insurance Fund of inadequate liaison is indicated 


| 


| 


} 


by the substantial decline in the number of disqualifications. During 1964-65, the last 
full year that the national employment service was administered by the Commission, 
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21,299 disqualifications, normally of the maximum permissible six weeks duration each, 
were imposed on the basis of job refusal reports prepared by employment officers; the 
number closely corresponds to those of preceding years. The organizational change which 
followed is marked by a concurrent reduction in the number of job offer reports referred 
to insurance officers of the Commission for adjudication, resulting in the following 
pattern of decreased disqualifications for refusal or neglect of opportunity for work: 
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The reduction of 19,275 in the number of disqualifications arising from this condition, 
from 21,299 in 1964-65 to 2,024 in 1968-69, multiplied by the normal disqualification 
period of six weeks at the average weekly benefit rate of $28.33, represents a drain of 
over $3 million on the Unemployment Insurance Fund in the year. This drain does 
not take into consideration the additional effect that the absence of a concerted job 
referral effort has in prolonging the period claimants receive benefits. 


The foregoing must, of course, be considered within the context of the rationale 
surrounding the separation of employment and insurance functions, including a de- 
emphasis of the indirect enforcement role of the national employment service and the 
encouragement of more widespread employer acceptance of the service through skilled 
manpower counselling and careful matching of employee-clients with job vacancies. 
Nevertheless, the present drain on the Unemployment Insurance Fund resulting from 
the deterioration in liaison is evidence of the need for improvements in the administra- 
tive practices of the Canada Manpower Centres relating to unemployment insurance 
claimants. This can be achieved without adversely affecting the role these Centres were 
established to fulfil. 


95. Hxaminations of Immigration Offices. During the year we examined the 
records of four District Immigration Offices and seven Immigration Centres out of a 


total of 99 Offices and Centres. The attention of the Deputy Minister of Manpower and 


Immigration was drawn to errors disclosed by our examinations and to certain weak- 
nesses in the internal control of transactions, particularly with respect to recovery for 
assisted passage loans, meals, lodgings and other services provided to immigrants. We 
have been advised that the Department is taking action to correct these matters. 


96. Cost of the National Arts Centre, Ottawa. In our 1968 Report (paragraph 
174) we referred to the substantial increase in the estimated cost of constructing the 
National Arts Centre as a centennial project for Ottawa and indicated where some of 


these increases had occurred. Construction began in early 1965 and the Centre was 

_ opened officially in May 1969. The original estimate of the cost of the Centre prepared 

_ by the Department of Public Works and submitted to the Treasury Board in June 1964 

| was $18,223,000. The estimated final cost had escalated to $46,426,000, exceeding the 
original estimate by $28,203,000. 
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The accumulated outlay to March 31, 1969 was $43,779,000 which was provided 
for by annual appropriations of the Secretary of State. Of this amount, $39,631,000 
pertains to the construction of the building complex including the underground garage 
and $3,463,000 to consultants’ fees. An additional $1,227,000 has been paid out since the 
year-end. 


The Centre itself is not included among the assets of the National Arts Centre 
Corporation and we are informed that the Department of Public Works intends to 


lease the Centre to the Corporation for twenty years. Under the terms of the proposed — 
lease, the Corporation is to assume full responsibility for both maintenance and opera- © 


tion of the building but will not be required to pay rent or to provide for interest and 
depreciation charges. If this policy is followed the accounts and financial statements 
of the Corporation will not reflect the true costs of operating the National Arts Centre. 
(See paragraph 317 of Volume II of this Report.) 


97. Settlements for leasehold interests. In addition to compensating owners of | 
expropriated property, it is frequently necessary for the National Capital Commission | 


to make settlements with tenants forced to vacate premises prior to the dates of ter- 


mination of their leases. In four such leasehold settlements significant qualifications by | 
cost accountant-appraisers, mainly relating to reductions in the settlements should | 
tenants remain in possession of their accommodation, were not taken into account in | 
establishing the amounts of the settlements, and the Treasury Board was not informed | 


of the qualifications when the Commission sought approval for the payments. 


1. A property was expropriated on August 26, 1965 and the tenant was advised that the | 
Commission would require possession by June 30, 1968. Four appraisals were obtained, | 


as tabulated below, two of which referred only to estimated loss through cutting short 
the period of favourable rent enjoyed under the existing lease: 


Lease Moving Total suggested 
Appraisal value costs, etc. settlement 
1 $ 11,847 $ 21,960 $ 33,807 
2 nil Dott 23,177 
3 24,500 not requested =e 
4 2,893 not requested ae 


Compensation was paid in the amount of $53,213, of which $24,500 represented the | 


discounted difference in rent the tenant was obliged to pay from February 1, 1967, the 


date of his actual move to new premises, to September 30, 1972, the date the former | 
lease would have expired. This amount did not take into consideration the improved | 
layout and larger size of the new accommodation which the tenant chose to occupy. | 


The submission to the Treasury Board mentions the two complete appraisals received 


but substitutes an amount of $24,500 for the lease values of $11,847 and “nil” actually | 
included in the appraisals, and shows the total suggested settlements as $46,500 and 
$47,600. The appraiser who suggested the lease value as being $11,847 based his calcula- 
tions on the discounted additional rent for the new premises adjusted for improved lay- r 


out and larger size. The second appraiser, who had included no amount for lease value, 


explained that this was because “the company was paying an economic rent for the) 
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premises” it had been occupying. Subsequently, this appraiser at the request of the 
Commission quoted, without certifying, $24,500 as representing “what the tenant would 
pay rather than be ejected from the site”. No mention was made in the Treasury Board 
submission of the fourth appraisal, which gave $2,893 as a fair settlement for a small 
difference between the economic and the actual rent for the premises. 


2. A leaseholder was compensated in the amount of $37,500 with respect to a property 
which was expropriated on June 29, 1967. Because of certain zoning restrictions and 
existing market rents, it was evident to the Commission that the business, which was 
a billiard hall, could not economically relocate. Compensation, therefore, was based on 
loss of earnings that would be suffered from the assumed closing of business on the 
date of expropriation until expiry of the existing lease on May 14, 1973. Two appraisals 
quoted $37,899 and $48,150 as appropriate settlements for this loss. Each appraisal 

included qualifications regarding the date of closing of the business, and one of the 
appraisals included the suggestion of a downward adjustment of $413 for each month 
the tenant remained in occupancy after the date of expropriation. The submission to 
the Treasury Board included no mention of these qualifications to the appraisals nor 
of the fact that the tenant continued to occupy the premises at the same rent under a 
lease with the Commission to October 31, 1969. 


3. Compensation of $23,850 to another tenant was based upon projected loss of earnings. 
The submission to the Treasury Board quoted two appraisals of this loss up to expiry 
of the existing lease, March 31, 1972, and for a further five years in accordance with 
a renewal provision. The first appraisal was for $20,700 assuming discontinuance of 
business as of date of expropriation, June 29, 1967, and the second, for $21,683 assuming 
discontinuance on June 30, 1968. In the submission to the Treasury Board no mention 
was made of the recommended downward adjustment of some $280 per month from 
June 29, 1967 in the case of the first appraisal, or $250 per month from June 30, 1968 
in the case of the second, should the tenant remain in occupancy. Neither was mention 
made of the fact that the tenant continued to occupy the property at the former rental 
rate under a lease with the Commission expiring on October 31, 1969. He vacated the 
premises on May 18, 1969. 


4, Compensation of $5,600 paid to another leaseholder was based on estimated relocation 
costs, but nevertheless was of a gratuitous nature because, although his lease expired 
on October 31, 1967, four months after the date of expropriation, he was permitted to 
retain occupancy until June 30, 1969. 


98. Travel by private motor car. We have continued to experience difficulty in 
establishing that trips made by Service personnel by means of private motor cars, for 
which an all-inclusive expense mileage allowance was paid, were in fact made in the 
manner claimed. We have commented on this problem in previous Reports (paragraph 
119 in 1968) suggesting that such claims be supported by a special certificate of an 
officer who has knowledge that the trip was actually undertaken as claimed. The 
Department of National Defence declined to accept this suggestion. 


Since the year-end, changes have been made in the Service regulations to bring 
them more in line with the Public Service Travel Regulations and actual travelling 
expenses are now paid, with vouchers required to support claims for lodgings. An 
exception is a trip made by personnel proceeding on special leave by private motor 
car for which expenses are still reimbursed on an all-inclusive mileage rate basis. How- 
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ever, in such cases the Department now requires the person concerned to obtain from 
a responsible person in the community visited a certificate to the effect that he did in 
fact visit that community. 


These changes since the year-end should overcome the problem of establishing the 
bona fides of travel claims except in cases where the visit is made to communities where 
bases are located and transportation might have been obtained by Service vehicle or 
aircraft. We shall continue to pay particular attention to expense claims submitted in 
these circumstances. 


99. Use of departmental vehicles. In previous Reports (paragraph 121 in 1968) we 
have noted that the use of Department of National Defence vehicles for the purposes 
of dependants’ recreation and shopping, contrary to Treasury Board policy, was per- 
mitted under departmental administrative orders and that cars with chauffeurs were 
assigned to senior military officers for their use, including transportation between office 
and residence. The Treasury Board had withheld approval of procurement of additional 
automobiles pending clarification of departmental policy. 


Following consultations with the Treasury Board staff concerning proposed revisions 
to the administrative order which describes departmental policy governing the use of 
motor transport, a revised order was promulgated on October 3, 1969. The Treasury 
Board staff, after reviewing the revised order, found it necessary to remind the Depart- 
ment on October 8, 1969, that: 


it is established policy that Government-owned vehicles are to be used for official purposes 
only and that use for any non-official purpose is not authorized without the prior approval 
of the Treasury Board. Specifically, the use of Government-owned vehicles for unauthorized 
transportation of employees to and from work, for moving personal effects, for transporta- 
tion related to staff picnics and other social functions, and for pleasure travel of any kind 
is not permitted, without prior Board approval. 


At the same time the Department was advised that in some areas the wording 
of the order was open to more than one interpretation which could lead to misuse of 


government vehicles and that the Treasury Board would not be asked to decide on | 


the purchase of additional vehicles until the order was further clarified. 


Although further discussions between the Department and the Treasury Board on 
interpretation of the administrative order have taken place, departmental policy has 
yet to be fully determined. In the meantime, the Treasury Board has permitted the 
procurement of some of the new automobiles requested by the Department. 


100. Pension awards effective at an early age. In previous Reports (paragraph 122 
in 1968) we have commented upon the number of servicemen being retired by the 
Department of National Defence with immediate annuities at an early age, in some 
instances under 30. Although the amounts of these annuities are not large due to the 
short periods of service, the potential cost is substantial because of the long life expect- 
ancy. During the year an additional 484 servicemen age 40 and under were released 
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with immediate annuities ranging in amounts from $511 to $3,850 and aggregating 
$754,000 with a present value of approximately $11,228,000. This brought the total 
number of servicemen age 40 and under released during the past four years to 1,841, 
with immediate annuities totalling $2,770,000. 


The Statute Law (Superannuation) Amendment Act, 1969, 1968-69, c.29, which 
came into force on April 1, 1969, gives effect to the Department’s proposals respecting 
amendments to the Canadian Forces Superannuation Act, 1959, c.21. The amendments 
eliminate immediate annuities for servicemen with less than twenty but more than 
ten years service who retire voluntarily or who are retired for inefficiency. However, as 
immediate annuities may be granted to servicemen released at an early age for the 
purpose of promoting economy or efficiency or due to misconduct, the full effect of these 
amendments on the number of pension awards effective at an early age cannot be 
determined for some time. (See Appendix 1, item 7.) 


101. Unrealistic meal charges to Canadian Forces personnel. The revised pay 
structure introduced for the Canadian Forces in October 1966 was formulated for the 
first time on the concept that remuneration should be based on skill and responsibility, 
as is the case in industry, and the subsidies inherent in the older pay structure should 
be removed. In keeping with this concept, it should be expected that when services are 
provided by the Department of National Defence the cost be recovered to the fullest 
extent possible. 


Concurrent with the pay revision, the Department introduced monthly charges for 
daily rations which are provided in the main to members who live in single quarters. 
Since June 1968 an officer has been charged $56 a month and a man $46, except that 
while a man is serving on a ship or in the field, or at other locations designated by 
the Chief of Defence Staff, the monthly rate is $36. 


Departmental practice is to calculate twice annually the average cost of un- 
prepared rations at the various bases in Canada, which in July 1969 was determined to 
be $40.50 per man-month. However, the total of the costs of transportation, warehousing, 
preparation and serving of the meals and other related expenses is not compiled 
although it could represent a large part of the overall cost. Clearly, appropriate rates 
cannot be established unless all relevant costs are considered. 


Examinations made at various messes during the year revealed in every instance 
that the cost of food and the salaries of the kitchen and dining room staffs alone exceeded 
the total amounts charged the servicemen. Our examination of 18 messes at four dif- 
ferent localities revealed that costs of food and salaries of the staffs engaged in preparing 
and serving the meals averaged $101 per man-month. It is therefore apparent that the 
servicemen are not being charged reasonable rates for services provided. This consti- 
tutes a continuing subsidy and is contrary to the principles underlying the new pay 
structure. 


Departmental internal auditors also reported cases where the messing staffs out- 
numbered the service members on ration strength. For example in one report it was 
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noted that during a period of 15 months the number of personnel served meals on a 
regular basis varied from one to eight and at the time of the examination, only five 
members (one officer and four civilians) were on permanent ration strength. Annual 
wage costs for three cooks, one waitress and two kitchen helpers amounted to more 
than $30,000. 


The Department has considered it to be impractical to operate the individual messes 
on a self-sustaining basis but in our opinion it should give consideration to the feasibility 
of closing the many small messes which are uneconomic to operate, and using either 
other messes or outside facilities. Otherwise the overall average cost and the correspond- 
ing charges to service members could be unreasonable. 


It is essential that, as a prerequisite to the establishment of reasonable charges, the 
costs of providing the service be determined and a policy established to ensure that the | 
cost is recovered to the fullest extent possible. (See also paragraphs 86 and 193 of this — 
Report. ) / 


102. Subsidization of non-public fund activities by the Crown. In our 1968 Report | 
(paragraph 123) we noted that such facilities as messes, recreational facilities and sales — 
outlets, operated by the Department of National Defence for the benefit of the Canadian | 
Forces, are subsidized from public funds, and that the full extent of the subsidization | 
cannot be determined. We stated that it is essential, as a prerequisite to the establish- | 
ment of adequate management control, that the actual costs borne by the Crown be | 
determined and a policy established to govern the extent to which non-public fund | 
activities may be subsidized. We also reported that since integration of the Forces a new | 
departmental directorate had been established to administer a common system of non- | 
public fund operations, and the Department had advised us that a policy review was 
being made. 


The policy review referred to has since been completed and the Department’s | 
views considered by the Treasury Board. The main guiding principles approved by the 
Board are as follows: 


1. A reasonable level of goods, services and recreational facilities should be available to | 
Canadian Forces personnel in their areas of service. Where those levels are inadequate | 
the Department’s responsibility as an employer, to ensure their availability where | 
practicable and desirable, may be discharged through a system of non-public fund | 
organizations. 

2. The operation of a Canadian Forces Exchange System and the associated non-public | 
fund organizations may be supported from within the departmental resources of per- | 
sonnel and property, including accommodation, and by the provision of transportation, | 
communications and other services. 

3. A portion of the revenues generated by the System may be applied to provide a reason- 
able level of recreational and community services. 


While approving these principles, the Board requested the Department to develop | 
and submit for its approval regulations to make the principles effective and to include 
therein criteria for the levels of the services and recreational facilities to be provided. 
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We are informed that departmental officials are engaged in formulating the criteria and 
regulations requested. 


The Board also requested the Department to submit as part of the annual Program 
Forecast a summary report on the resources used and the value of public subsidy 
provided, and a summary of the non-public fund capital contributions to community 
services and facilities. 


103. Public moneys diverted to a non-public fund activity. In June 1967 and again 
in May 1968 the Department of National Defence made available to a professional 
football club, for practice and training purposes, accommodation and facilities at Royal 
Roads Military College. The services were provided for a period of two weeks on both 
occasions at $10 per person per day for board and lodging and two cents per square foot 


- per day for indoor accommodation. In addition, the club was granted the use of outdoor 
~ areas including playing fields free of charge. 


Receipts by the College for the two periods amounted to $19,395. Of this, $4,020 


- was remitted to the Receiver General as revenue, reimbursing the Crown $1.33 per day 
_ for each person furnished with board and lodging, and two cents per square foot per 


day for the indoor accommodation provided. Disbursements for extra food purchased 
and in respect of other costs amounted to $9,173. The balance, $6,202, was retained by 
the College authorities, and was in part expended on what were considered directly 
associated expenditures, as follows: rugs and drapes for messes, $1,135, and television 


_ and improved entertainment facilities, $1,040. In addition, it was considered appropriate 
_ to spend $760 of the remaining funds on special occasions related to cadet training such 
as a formal mess dinner, $599, and receptions, $161. The undisbursed balance by April 
1969 amounting to $2,874 was earmarked for such purposes as stemware for the cadets’ 
_ dining room, a public address system incorporating a radio, record and tape players for 
_ the cadets’ mess, ete. 


The Department has agreed with us that there is no authority for the use of the 


excess of revenues over costs as non-public funds; nevertheless, file documents show 
that ranking departmental officials condoned much of the expenditure on the basis that 
_ the paucity of revenue from normal sources available for the College’s non-public funds 
| made it impossible to meet the cost of replacements of mess facilities, and of other 
_ projects which were unlikely to be provided from the public purse. 


104. Defect in regulations covering rehabilitation leave. Upon completion of their 


service careers most members of the Canadian Forces are entitled under a Ministerial 
Order to rehabilitation leave, computed on the basis of thirty days for each completed 
_ five years of continuous service. Until January 1969 “continuous service” was defined in 
the Order as “the period of uninterrupted full-time paid service” and it had been a 
departmental practice over some 20 years to calculate the leave entitlement on the one 
_ uninterrupted period of full-time paid service which immediately preceded the date of 
release. This was in accord with interpretation of the Order by departmental legal 
officers that only one such period of continuous service was contemplated. 
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In August 1967 a senior officer of the pension section of the legal branch of the 
Department of National Defence, who was approaching compulsory retirement age for 
his rank, requested and was given a voluntary release. His rehabilitation leave was 
calculated in conformity with the departmental practice, but the officer objected con- 
tending that his “continuing service’ should, in addition to the immediate period of 
18 years on which his leave entitlement was based, also include a previous period of six 
years service spent in the Forces during World War II. The Department of Justice con- 
sidered the matter and on February 20, 1968 advised the Department that the officer’s 
wartime service should indeed be taken into account in determining the rehabilitation 
leave. As a consequence, the officer received an additional 38 days of leave (equivalent 
of $1,800) and an increase of $97 per annum in pension benefits. 


Due to conflicting opinions as to whether, in view of the Justice opinion, the regula- 
tions should be amended to restrict the entitlements to those envisaged when the Order 
was written, some months elapsed before the Department decided to amend the Order 
by rewording the text to clearly provide that only the current period of uninterrupted 


full-time paid service would enter into the calculation. The amendment became effective | 


on January 28, 1969. 


In the meantime, the rehabilitation leave of some 2,400 officers and men was com- | 


puted in accordance with the Department of Justice opinion. As a consequence they 
received pay totalling approximately $1,360,000 for additional rehabilitation leave, and 
increased pension benefits estimated to have a present value of $675,000. 


105. Appropriateness of disciplinary measures. The program of a formal dining-in 
night held at Canadian Forces Base Comox on January 31, 1968 included a flypast | 
at 500 feet of a CF-101 aircraft over the officers’ mess at sub-sonic speed to mark the | 
end of the RCAF and the coming into being of the unified Canadian Forces. The flight | 
was made at midnight on schedule. However, before the pilot had landed his aircraft | 


he was notified by the control tower that the squadron commander had requested a 
second pass at a speed “as fast as he can go”. The pilot then made the second flight 
over the mess, as well as part of the built-up area of the Base, at a height of 500 feet | 


and at trans-sonic speed. The associated shock wave broke numerous windows and 


caused structural damage to houses and buildings along the flight path. 


The Department of National Defence received 24 damage claims, 23 of which were | 
paid at a cost of $6,600 and one is still outstanding. Estimated damage to the Base | 


amounted to $500, bringing the total cost to at least $7,100. 


An investigation of the affair by the Base authorities established that by his action : 


the pilot had disobeyed Service orders which prohibit trans-sonic flights over built-up 


areas. No formal charges were made but a headquarters report included the following: | 


(a) the pilot of the aircraft was given a reproof; 


(b) the duty controller who transmitted instructions to the pilot has been advised of his | 


responsibilities and the consequences of his lack of sound judgment; and 


(c) the squadron commander has been directed to take specific actions with regard to the! 


discharge of his supervisory responsibilities. 
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In our view, a more effective deterrent to disobedience of orders and disregard of 
responsibility would be the imposition of severe penalties on the offenders. 


106. Failure to withhold benefits to offset damage claims. In June 1966 a serviceman 
while driving a staff car of the Canadian Forces without authority collided with a 
privately-owned automobile damaging it beyond repair and injuring the civilian driver 
and his passengers. Damage to the staff car was estimated at $1,031. The serviceman 
was convicted of impaired driving and fined $50 by a Civil Court and, in addition, was 
sentenced to 60 days detention by his Commanding Officer. This was later reduced 
to 38 days because he was hospitalized for physical examination. The consequential loss 
of pay for the period of detention amounted to $232. In October 1966 the injured parties 
notified the Department of National Defence of their intention to take legal action 
against the Crown and the serviceman to recover the loss of the automobile estimated 
at $2,000 and the medical expenses incurred as a result of injuries sustained in the 
accident. 


In January 1967, seven months after the accident, the member was released from 
the Service as medically unfit and paid $1,195 representing a refund of pension con- 
tributions and a balance in his pay account. 


Attention is called to this payment because the Department, although aware of 
the pending claims, failed to withhold the amount to partly offset the anticipated cost 


to the Crown. The claims were ultimately settled for $6,576. As subsequent attempts 
_ to recover these expenditures from the ex-serviceman were unsuccessful, the matter 


_ has been referred to the Department of Justice. 


107. Indefinite deferment of establishment of Regional Emergency Government 


Headquarters. In August 1960 Defence Construction (1951) Limited awarded a contract 


on behalf of the Department of National Defence for engineering services which were 
required before proceeding with the development of six Regional Headquarters for the 


Canadian Forces and emergency government communication systems, and to provide 
facilities for personnel of federal and provincial governments and the Canadian Forces 
needed to direct operations in the event of an emergency. The contract was later 
_ amended to provide engineering services for four additional Regional Headquarters. 


In July 1962 the Department was required by government policy to reduce its 
expenditures. One of the measures taken was to defer indefinitely the construction of 
four of the ten Regional Headquarters buildings. By this time the cost of the engineering 
services provided for the four had reached $1,044,000. 


Three months earlier in April 1962 the Department of Supply and Services had 
awarded a contract on behalf of the Department for the supply and erection of antennae 


at the various Regional Headquarters. The austerity measures also included deferring 
and later cancelling the portion of the contract relating to erection of the unneeded 
antennae which had been manufactured at a cost of $221,000. The antennae were sub- 
sequently placed in storage by the Department of National Defence. 
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In 1965 the Canada Emergency Measures Organization asked the Department of 
Public Works, which was responsible for the management of the building in which one 
of the four Regional Headquarters was to be housed, to arrange with the engineering 
consultants to carry out a feasibility study to determine whether the cost of proposed 
modifications to the building could be reduced. The study was completed by the con- 
sultants at a cost of $10,000. However, the fee which they would receive if they pro- 
ceeded with revisions to the existing plans and specifications and supervision of the 


work was considered excessive and they were not engaged. Instead, the Department of 


Public Works paid another engineering consultant $29,000 to prepare new plans and 
specifications. However, the work of modifying the building was again deferred. 


Since work on the four Regional Headquarters which was indefinitely deferred in | 


1962 has not yet been resumed, it is concluded that the foregoing expenditures, totalling 
$1,304,000, must be considered as non-productive. 


108. Assistance to provinces by the Canadian Forces in civil emergencies. In its 
Sixth Report 1964-65 (see Appendix 1, item 6), the Public Accounts Committee noted 
that certain provinces had not settled outstanding accounts with the Department of 
National Defence relating to assistance provided by the ‘Canadian Forces in civil emer- 
gencies. As the Department had not been successful in collecting these accounts they 
had been referred to the Executive for direction but such direction had not been received. 
The Committee asked the Auditor General to inform it of the final outcome of these 
matters. 


Last year (paragraph 124) we reported that the Department of National Defence 


and the Department of Transport had expended additional amounts in 1967 which the | 
provinces had not paid, notwithstanding the fact that the assistance had been given at | 
the request of the provinces and after they had signed formal agreements to reimburse | 


Canada for all expenses incurred. 


During the year the Department of National Defence incurred additional charges | 
of $6,000 which are recoverable from one province, and a billing of the Department of | 
Transport for $80,000 which was in dispute with the same province was reduced and — 
settled for $39,000. This brought the amount owing the Department of National Defence 
by that province to $631,000. The amounts owing the Department by three other pro- | 


vinees remained unchanged at $77,000, $48,000 and $20,000. 


The Public Accounts Committee in its Fifth Report 1968-69, presented to the L 
House on June 26, 1969, expressed the view that outstanding accounts should be settled _ 
in view of the agreements to pay, or agreement reached on cost sharing, and suggested L 
that the item be included on the agenda of a future Federal-Provincial Conference for 


clarification. 


In December 1968 the Department of National Defence had forwarded particulars 
of each account to the Federal-Provincial Relations Secretariat seeking its assistance) 


in resolving the difficulties. 
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109. Inadequate control over Accountable Advances to arcraft repair and overhaul 
contractors for purchase of spare parts. Paragraph 126 of our 1968 Report referred to 
the policy of the Department of National Defence of contracting with industrial con- 
cerns, through the Department of Supply and Services, for the major overhaul, mod- 
ification, etc., of equipment, and to the practice of providing assistance to the contractors 
in financing the necessary spare parts inventories by means of Accountable Advances. 
We cited instances where the Departments and the contractors had departed from the 
policy and the concepts upon which Accountable Advances were founded, and stated 
that the specification included in contracts for the purchase and management of Ac- 
countable Advance spares required revision. We also noted that the ownership of such 
spares should be clarified and the responsibilities of the Department of National Defence, 
the Department of Supply and Services and the contractor should be defined, and we 
suggested that the whole concept of Accountable Advances should be reviewed to deter- 
mine whether the present type of financial assistance was the best means of minimizing 
the overall cost of major repair and overhaul work. The Department of National 
Defence had advised us that all aspects of Accountable Advance inventories were being 
studied with a view to making the system more effective as a short-term goal, and to 
recommending alternative methods as part of a long-range solution. 


This joint study by a committee of senior representatives of both Departments 
has been completed and their recommendations have resulted in the promulgation 
recently by the Department of National Defence of a revised specification which, we 
are informed, will be incorporated in all 1970 and subsequent contracts for the acquisi- 
tion of Accountable Advance spares. Relevant departmental instructions have also been 
revised. 


The revised specification provides that ownership of Accountable Advance inven- 
tories vests in the Department of National Defence and stipulates conditions for provi- 


-sioning and reprovisioning. It requires stock holdings to be kept under constant review 


by the contractors to ensure effective and timely support for materiel undergoing repair 
during the contract period, to minimize excessive stocks, and to avoid accumulation of 
obsolete and surplus materiel. Provision is made for Crown inspection and audit of 
inventories and relevant records. In addition the specification assigns to the Department 
the role of maintaining surveillance over the contractors’ inventory management 
methods, procedures and procurement, paying particular attention to the adequacy of 
contractors’ stocktaking methods and to ensuring that “free-issue” materiel is not pur- 
chased as Accountable Advance materiel. 


The Departments of Supply and Services and National Defence are presently prepar- 
ing a program for a joint review, contractor by contractor, of existing Accountable Ad- 
vance inventories. 


The committee also reeommended to the Departments, as long-range proposals, two 
alternative methods to the present system of Accountable Advance financing. We have 
been informed that the implementation of the revised specification and procedures should 
provide the short-term solution to the abuses and problems associated with the Account- 
able Advance financing and a base from which to proceed to a long-term solution. 
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110. Excessive advance payments under contract. In our 1967 Report we noted 
two instances where advance payments under contracts had been made by the Depart- 
ment of National Defence in amounts that could not be justified by accumulated costs, 
goods received or services rendered. It appeared this had been done to circumvent the 
parliamentary control over appropriations provided for by section 35 of the Financial 
Administration Act. 

An examination of the Department’s advance accounts in excess of $500,000 each 
at March 31, 1969 revealed that additional advances totalling US $10.2 million had 
been made in 1968-69 and that advances totalling US $1.4 million made in previous 
years had not yet been accounted for. These advance payments were not required by 


the relative contracts and in our opinion they did not meet the requirement of section 
32(b) of the Financial Administration Act that in order for a payment to be made | 
before the completion of the work, delivery of the goods or rendering of the service, | 


it must be provided for by the contract. 


111. Excessive progress claims by a contractor. In December 1966 the Department | 
of Supply and Services contracted to purchase military aircraft for the Department of | 


National Defence from a Canadian company which also manufactured many of the | 
component parts. Under the Canada-United States defence production sharing arrange- | 


ments this company had concurrently contracted to supply the rear fuselage assembly to 


a customer in the United States and the Department agreed to the company charging | 


the National Defence contract with a pro rata share of the pooled cost of producing 


this component. This arrangement was based on the understanding that production | 


under the two contracts would be concurrent. 


By September 1967 the company had received progress payments totalling $3.8 
million, or approximately 91% of the total cost, as then estimated, of the Canadian | 
requirement of 115 assemblies. On the claims for these progress payments the company | 
certified that all materials and charges pertained directly to the Canadian contract, — 
and the Department of Supply and Services certified that in its estimation the claims | 
were reasonable and proper. However, the company had completed only one of the 115 | 
assemblies. After a review of the progress of the production program, the Department of ) 
Supply and Services concluded that the amount paid was in excess of the corresponding | 
cost incurred by the company and $1.3 million was recovered in equal monthly instal- | 


ments by reducing progress claims during the period September 1967 to January 1968. 


In June 1969 when progress payments stood at $3.6 million and only 40 of the 115 | 
assemblies had been completed, the Department again conducted an extensive review of | 
progress payments and costs and concluded that the total cost would approximate $3.3 © 


million. Therefore, an amount of $500,000 was recovered in July 1969. 


In our view these claims for progress payments in excess of cost actually incurred — 


were irregular and the overpayments should have been recovered with interest im- 
mediately they were established. 
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The decision to manufacture this component in Canada rather than purchase it 
from a supplier in the United States cost Canada over $3 million for tooling and other 
initial or non-recurring manufacturing costs incidental to the establishment of a Cana- 
dian production facility. The charging of such costs to appropriations of the Department 


_ of National Defence represents an unauthorized supplementation of the Industry, Trade 
and Commerce Vote 5 which was provided for that purpose. 


112. Higher costs of procurement in Canada. In August 1962 the Department of 


Supply and Services contracted on a target-incentive basis with a Canadian man- 


ufacturer on behalf of the Department of National Defence for 484 Mark NC 44 Mod. 1 
torpedoes at an estimated cost of $8,747,000, or approximately $20,200 each. The price 
included the cost of pre-production engineering, tooling and testing. The contract was 
awarded without competition to the only Canadian supplier, notwithstanding the know]- 
edge that earlier in 1962 this supplier had tendered prices to the United States Govern- 
ment for the United States model of this torpedo, the Mark 44 Mod. 1, that were 40% 
higher than those of the successful United States tenderer. Deliveries were completed 
in 1965 at an estimated cost of $7,962,000, or $18,300 each, but the contract has not yet 


_ been settled. ) 


The decision to procure the torpedoes from a Canadian manufacturer appears to 


_have been based mainly on: 


the fact that the manufacturer had had previous successful experience in manufacturing 
torpedoes; 

the possibility of sales to foreign governments; and 

the desire of the Canadian Government to provide employment and thereby prevent dis- 
placement of technical personnel. 


Although the Department of Supply and Services, acting on behalf of the man- 
ufacturer, was successful in selling 80 of the same torpedoes to a foreign government, 
at an estimated cost of $12,300 each, the foreign sale did not reduce the cost of the 
Canadian procurement. 


This case is drawn to attention because the Economic Council of Canada, in its 
Interim Report on Competition Policy—July 1969, stated: 


Unless a federally owned enterprise has been specifically charged by Parliament to 
act otherwise, its use of practices such as refusals to deal or discriminatory buying (for 
instance, giving arbitrary preferences to domestic suppliers) should be subjected to the 
same tests in respect of efficiency as those appropriate for private enterprises. In cases 
where expenditures of federal government enterprises are scrutinized by Treasury Board 
and the Auditor General, the responsibility for ensuring that such enterprises do not engage 
in anticompetitive practices should be shared by these officials and the minister to whom 
the enterprise reports. 


Subsequent purchases of later model torpedoes for the use of the Canadian Forces 


_were made in the United States, primarily because of a large price differential which 
_ continued to exist. 


Sy 


76 REPORT OF THE AUDITOR GENERAL — 1969 


A further point is the similarity between the reasons for accepting the greater cost of 
procuring the torpedoes in Canada and the objectives of Defence Production Vote 10 of 
1962-63, and corresponding votes in subsequent years, which provided: 


For the establishment of production capacity and for capital assistance for the con- 
struction, acquisition, extension or improvement of capital equipment or works by private 
contractors engaged in defence contracts, or by Crown plants operated on a management-fee 
basis, or by Crown Companies under direction of the Minister of Defence Production, 
subject to the approval of Treasury Board. 


It is not clear why the appropriations of the Department of National Defence 
should bear the cost of achieving these objectives. The premium that appears to have 


been paid for these torpedoes was substantially more than the unexpended funds in the | 


Defence Production votes during the period of the contract and to that extent represented _ 


unauthorized supplementation of these votes. 


113. Hydrofoil development program. In last year’s Report (paragraph 127) we | 


drew attention to the cost of the hydrofoil development program. This program is for 
the development of an anti-submarine-warfare hydrofoil craft of some 200 tons capable 
of operating at high speeds in the open ocean. The anticipated cost of the program, as 
estimated in January 1968, was $50 million. 


By September 1969, $48.5 million had been expended, an increase of $3 million 
during the preceding twelve months. This expenditure did not include pay of the crew 
and other Service personnel, the cost of materials supplied from stores, Service equip- 
ment utilized and departmental supervision directly associated with the work, although 
the principle of including such costs, reeommended by the Public Accounts Committee, 
was accepted by the Department of National Defence in 1961. 


In its Fourth Report 1968-69 presented to the House on June 20, 1969 the Public 
Accounts Committee expressed concern that the Treasury Board had not been provided 
with a proper estimate of the probable overall cost of the project at the time initial 
approval was sought and urged the Treasury Board to investigate cases where it sub- 
sequently becomes apparent that proper estimates were not provided. The Committee 
found that a good deal of money was expended on research which was a duplication of 
efforts in other countries and felt that greater reliance on the experience of other coun- 
tries could have effected large economies in the program. It questioned the decisions, 
before the ship was proved, to complete the hydrofoil to the extent of the inclusion of 
messing facilities, bunks. and cabin furniture, to acquire $10 million worth of fighting 
equipment and to purchase certain other equipment rather than rent it. The Committee 
expressed amazement on learning that in developing the prototype hydrofoil no patents 
had been taken out and noted a lack of initiative in selling to other countries equipment 
developed during the project. 


The circumstances surrounding a fire in the engine room of the ship on November 


5, 1966 were thoroughly investigated by the Committee both in Ottawa and aboard 
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ship. The Committee concluded that the fire, which cost the Crown $6.5 million, oc- 


curred because of negligence by the prime contractor, and strongly urged that in future 
major development or construction the company or companies involved be required 
to insure against damage resulting from their own negligence. 


The ship, commissioned as H.M.C.S. Bras d’Or in July 1968, underwent foil-borne 
trials during the summer of 1969. While we understand it performed satisfactorily, a 
segment of the main foil developed cracks and must be replaced. In December 1969 the 


_ Treasury Board approved further expenditure of $2.2 million mainly for operation and 


maintenance, including the cost of the replacement of the main foil segment which the 
Department has estimated at $450,000. 


In approving the increase, which brought the anticipated cost of the program to 


_ $52.2 million, the Board directed that in order to obtain more realistic costs for develop- 


ment projects, all operating and maintenance costs, as well as any contingency expend- 


_ itures, be charged to the hydrofoil project, and that this costing principle be extended to 
all other current and future development projects. 


Additional increases in the cost of the program to provide for the installation of 


fighting equipment are to be considered by the Department and the Treasury Board 


after further sea trials. 


114. Cost of developing navigation and flight control equipment which proved 
unsatisfactory. In our 1968 Report (paragraph 129) we drew attention to the sub- 
stantial escalation in the cost of acquiring improved aircraft navigation and flight 
control systems. We noted that while the estimated cost increased from $9.7 million to 


$16.5 million and the expected year of completion lapsed from 1967 to 1970, the total 
' number of aircraft to be fitted decreased from 76 of four types to 32 of one type. In 


| 


explaining the cost increases the Department of National Defence stated inter alia that: 


system integration and development was more extensive and took much longer than orig- 
inally anticipated. The original estimate was prepared before the full impact of the develop- 
ment required was appreciated and hence was understated. 


In April 1968 the Department supplied an aircraft to be fitted with the system in 
order to evaluate its performance. By December 1968, data accumulated indicated that 
the system was incapable of providing the required accuracy and this was confirmed by 
further evaluations in April and May 1969. 


These evaluations led the Department of National Defence to request the Depart- 
ment of Supply and Services to terminate the program and this was done in August 


1969. 


The total cost of the program, including estimated termination payments of $1.2 


“million, is now estimated at $14.5 million of which $12.6 million was paid out to March 
81, 1969. The Department anticipates that components valued at $4.4 million can be 
utilized in other aircraft programs and in the event they are so used the non-productive 
expenditure for unusable equipment will be about $10.1 million. 


78 REPORT OF THE AUDITOR GENERAL — 1969 


115. Restigouche Class destroyer conversion program. In our 1968 Report (para- 
graph 128) we referred to the decision made by the Department of National Defence, 
because of budget restraints, to defer a program of conversion of seven Restigouche 
Class destroyers and a later decision to proceed with the conversion of only four of 
them. In February 1969 the Treasury Board approved the reduced program at a cost of 
$49.7 million. 


The conversion of the first ship was scheduled in three phases, two of which have 
now been completed in the naval dockyard at Halifax. The second ship is being con- 
verted in the naval dockyard at Esquimalt and Canadian shipyards have been invited 
to submit tenders for the two remaining ship conversions. The expected completion 
date of the overall program is September 1971. 


Following the decision in March 1968 to convert four rather than seven ships, the 
Department of Supply and Services proceeded to amend the contracts to reduce 
wherever practical the quantity of equipment and material which it had ordered for 
the original program. 


By March 31, 1969 contracts which still provided for the requirements of all seven _ 
ships totalled $12.6 million. The Department of National Defence estimated at that — 
time that material amounting to $4.3 million was surplus to known requirements. We © 
are informed that most of this material will be used if a proposed conversion of the — 
Mackenzie Class destroyers is approved. Failing this, the material will be retained for — 
future ship conversions and refits or as spares. Consequently, we are unable to estimate © 
what portion will be disposed of as surplus or the extent of the eventual loss. | 


116. Cost of unused sewage-treatment units. In October 1966 the Department of | 
Supply and Services entered into a contract at an estimated cost of $224,000 for the © 
supply of eight sewage-treatment units that were to be installed in four ships coming into — 
service with the Canadian Forces. | 


In March 1968 the Department of National Defence decided, in order to keep the © 
ships within acceptable weight limits, that the sewage-treatment units would not be © 
installed. In April 1968 the Department of Supply and Services was so advised and issued — 
a, stop-work order. | 


After unsuccessful attempts to find buyers for the units, two of which had been com- — 
pleted while the other six’were in various stages of construction, a notice of termination — 
was given to the contractor in September 1968 with instructions to complete only the 
drawings and instruction books. The contractor was later instructed to dispose of the — 
tooling and the materials, components, etc., for the six incomplete units, which he did. | 
In July 1969, after a further unsuccessful effort to find a buyer for the completed units, | 
they were sold as scrap. The total proceeds on disposal amounted to $5,000. The net | 
cost to the Crown was $169,000 which may be regarded as non-productive. | 
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117. Defective aero engine components. In April 1967 the Department of Supply and 
Services entered into a contract for the repair and overhaul of military aero engines and 
components. Following their overhaul, 42 engines which had been delivered to the Depart- 
ment of National Defence were returned to the contractor because replacement counter- 
weight pins used in their overhaul were suspected of being defective due to improper case 
hardening. The suspicion arose during a routine field servicing of one of the engines which 
showed metal particles in the oil filters. A resultant overhaul in August 1967 established 
that the counterweight pins were defective. 


The defective pins had been procured by the contractor from a surplus aero engine 
parts dealer in the United States regarded by the Department as a reliable source of 
supply. The dealer’s shipping documents stamped by the United States Government 
quality assurance representatives and a trade mark on the pins considered to be that of 
the engine manufacturer led both the National Defence representatives at the contractor’s 
plant and the contractor to assume that the dealer and the United States Department of 
Defense had performed the necessary quality inspections. However, tests of the case 
hardness oni a grit blast area of the pins had not been made because the dealer felt that 
the tests on such a surface would not be reliable. 


The total cost to the Crown for replacing defective pins in the 42 engines amounted 
to $103,000, the work being completed during 1968-69. Under the terms of the contract 
the contractor was required to replace at his own expense any part or material included 


-in the work which became defective at any time within six months from the date of 


delivery, or 100 hours of operation of the engine, whichever occurred first. By the time 
the defect became apparent in August 1967, 29 of the engines had been in service in 
excess of 100 hours, so the contractor could not be held responsible for the expense of 
replacing the defective pins in these engines. The contractor made an offer of $32,000 to 
cover the cost of replacing the pins in 18 of the engines which had either not been put 
into use or had less than 100 hours of operation. This amount was accepted by the Depart- 
ment of Supply and Services thus reducing the cost to the Crown for the reworked engines 
to $71,000. 


This non-productive expenditure can be attributed to the weakness in inspection 
procedures, and to the short warranty period of 100 hours for engines with a “life expec- 
tancy” of 1,600 hours between major overhauls. 


118. Non-productive expenditures—Canadian Forces Station Masset, B.C. In June 
1967 Defence Construction (1951) Limited awarded a contract for topographical and 
soils investigations which were required before proceeding with the construction of 
administrative buildings and housing units at this Station. The scope of the contractor’s 
work was gradually increased bringing the cost of the contract to $183,000, including 
$4,000 paid for the partly completed design of a water-treatment plant that was 
abandoned when it was determined that a plant of much larger capacity would be 
required. 


In July 1967 the Company awarded another contract in the amount of $470,000 
to prepare the operations site, which provided for the clearance of trees and brush, 
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removal of the soil and its replacement to a specified level with compacted sand. The 
work, which was completed to the satisfaction of the Company, included an extra $8,000 
for the construction of a “sand fence” consisting of stumps placed as a windbreak which 
was required because strong winds caused continual drifting of sand from the site. To 
further protect the site the contractor offered at the time to substitute heavy beach 
gravel for the top layer of sand-fill which he was required to place on the site in 
accordance with the contract specifications. We are informed that this offer was declined 
because the Department of National Defence did not think such a change in the 
specifications was necessary. 


Unfortunately the fence did not prevent the sand from drifting, the erosion being 
so extensive that the average surface level fell to approximately one foot below the 
required level. Therefore the Department of Supply and Services was requested by the 
Department of National Defence to arrange a contract for replacement. This contract, 
awarded at a cost of $139,000, specified the use of sand stabilized by a top layer of 
heavy beach gravel. We are informed that this work would not have been necessary if 
the specification change had been accepted when proposed by the contractor, therefore 
the expenditure of $189,000 may be considered non-productive. 


In February 1968, after the receipt of tenders for the construction of the operations 
building, the Department of National Defence requested the Company to ask the lowest 
tenderer if he would agree to extend by 39 days the basic 60-day period allowed for 
the Crown’s acceptance of his tender to provide the Department with sufficient time to 
reconsider the entire program in view of a substantial escalation in the cost of the 
electronic equipment which the Department intended to install at the Station. The 


tenderer agreed to the request on the condition that his tender price would be increased | 
by $38,000. On completion of its review the Department decided to proceed with the | 
project; consequently, the contract was awarded at a cost of $1,766,000, including the | 


non-productive increase of $38,000. 


119. Construction of H.M.C.S. Provider. The Special Committee on Defence, a — 
predecessor of the present Standing Committee on External Affairs and National Defence, © 
was appointed by the House of Commons in June 1963 to study the general problem of | 
Canadian defence. In its Fourth Report to the House on October 1, 1964, the Committee | 
stated in respect of the operational support ship H.M.C.S. Provider that: ‘There have | 
been mechanical and contractual problems with this ship...[which] should be in- | 


vestigated by the Committee when it studies procurement practices”. 


During its subsequent review of the procurement practices of the Department of | 


Supply and Services the Committee considered the relevant construction contract | 
which was entered into by letter of intent of August 1960 at a tendered price of | 


$11,041,000. As it was the first major contract in the history of naval shipbuilding in 
Canada awarded on a competitive firm-price basis, the Committee gave special attention 
to the reasons for the increase in construction costs to $17.2 million, the latest estimate 
at that time. The Committee learned that this was mainly due to: the exclusion of sales 


| 
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tax, $1.6 million, from the tendered price; subsequent changes in materiel requirements 
and design, $2.5 million; and escalation of labour and material costs as provided for 
in the contract, $1.3 million. The Committee was also informed that the increase 
included an estimated $776,000 to cover an outstanding claim of $700,000 by the con- 
tractor for extra costs and $76,000 to cover residual improvements and modifications 
being made to the vessel. 


To avoid the additional costs and inconvenience of the winter freeze-up, the Depart- 
ment of National Defence had accepted the ship in late November 1963 and moved it 
from the contractor’s shipyard to the naval dockyard at Halifax. The Department was 
aware that the ship was incapable of performing all the functions for which it had been 
designed but anticipated that the cost of improvements and modifications would be 
less if completed by the dockyard. The cost of this work, as estimated by the Depart- 
ment of National Defence in 1965, was $789,000, an increase of $713,000 over the follow- 
on contracts of $76,000. 


The contractor’s outstanding claim of $700,000 for extra costs was settled in March 
1969 by allowing him an additional lump sum of $382,000 for design changes and extra 
work, and $24,000 for non-productive costs associated with delays caused by depart- 
mental tests. These allowances brought the recorded cost of the ship to $17.6 million. 
However, this figure does not include departmental costs such as galley and laundry 
equipment, communications facilities, life-boats, ete. 

The problems experienced in completing the ship could be attributed primarily to: 

(a) entry into a contractual arrangement before the requirements for the ship were ade- 

quately defined and the specifications adequately prepared; 

(b) directing the contractor to proceed with construction as proposed in his tender which 

in some respects did not conform with the specifications which the Navy had prepared; 


(c) failure to replace the original letter of intent with a detailed contract until construction 
had proceeded for almost two years. 


120. Latent defects in dress caps purchased for the Canadian Forces. Between 1964 
and 1966 the Department of Supply and Services awarded contracts to a manufacturer 
to supply 55,000 dress caps to the Department of National Defence at a cost of $262,000. 


Before deliveries under these contracts were completed, the Department became 
aware that the peaks of some of the caps held in stock at several bases had rippled or 
bubbled and, after checking all stock on hand, found some 4,000 with this defect. The 
defect was attributed to incompatibility of two adhesives used to join three plies of 
material in the peaks which the manufacturer had purchased to incorporate into the 
caps. The Department concluded that over a period of time a chemical action had 
taken place between the adhesives, resulting in the defective condition of the caps. 
Although all caps had been inspected by the Quality Assurance Branch of the Depart- 
ment before their acceptance and delivery, the manufacturer agreed to replace the peaks 
at no cost to the Crown. 
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In December 1967 the new peaks, which the manufacturer had purchased from a 
different source, were also found to be unsatisfactory. Subsequent tests of the peaks by 
the Quality Assurance Branch indicated that there was no evidence of departure from 
specification requirements and the specifications, which did not refer to the use of any 
adhesives between plies, were amended in April 1968 to provide that in future a 
“suitable flexible adhesive” would be used. 


Because of the “flaw” in the specifications, the manufacturer was reimbursed $15,000 
in January 1969 to cover the non-productive cost of replacing the peaks on the 4,000 
defective caps which he had supplied and for 11,000 peaks which he could not use follow- 
ing the change in the specifications. 


Later in the year the Department discovered rippled and bubbled peaks on a 
further 5,000 of the dress caps which had cost $25,000. These caps are being declared 
surplus to departmental requirements. 


121. Inadequate accounting, Vancouver and Churchill Harbours. In our reports to 
management for the past two years, we have drawn attention to inadequacies in 
accounting practices at various harbours and elevators. These inadequacies have involved 
us in a considerable amount of accounting work assisting the Departmental Services 
Officer and the local accounting officers, so as to enable the National Harbours Board to 
submit its audited financial statements to the Minister within the three-month period 
required by section 85(3) of the Financial Administration Act. 


Our examinations of the accounts of the individual harbours for 1968 disclosed 
particularly unsatisfactory situations at the Vancouver and Churchill Harbours. 


VANCOUVER HARBOUR. Weaknesses in the accounting and control procedures had resulted 
in: duplicate payments. of suppliers’ invoices; payments of suppliers’ invoices without the 
approval of an authorized officer of the Board; failure to invoice lessees for rentals, due 
to the lack of certain records in the harbour office; errors in billing for rentals to customers; 
billings to customers for the use of the Board’s Colby cranes on Ballantyne Pier at the 
rate of $3 per hour instead of the tariff rate of $6 per hour; errors in the billings for 
dockage at the Pier; delays of up to three months in invoicing terminal charges for 
outward shipments passing over the Board’s docks; and expenditures charged to incorrect 
accounts due to improper coding. 


Following previous examinations we had drawn the Board’s attention to payments 
being made prior to proper approval, errors with respect to dockage and crane billings at 
Ballantyne Pier, and delays in invoicing terminal shipments. However, there was no 
significant improvement. 


CHURCHILL HARBOUR. The accounting records were found to be so unsatisfactory that before 
the financial statements for the year could be prepared a considerable amount of accounting 
work, which should have been done by the Board’s accounting officers, had to be done 
by our auditors. Approximately twelve man-days were spent balancing the books, determining 
adjusting journal entries, establishing amounts of certain accounts receivable, aging accounts 
receivable, and calculating depreciation on fixed assets. : 


Our review of the accounts receivable and of confirmations sent to us by certain debtors 
revealed that there was a lack of follow-up on the collection of the outstanding accounts. ~ 
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Employees were not being paid at regular two-week intervals, sometimes being paid 
in advance and sometimes in arrears, vacation pay was not identified and several deductions 
from pay were grouped together in one total. This lack of a firm pay procedure could 
result in overpayments remaining undetected. 

We were advised that the unsatisfactory state of the accounting records at Churchill 
Harbour was due to staff turnover, the lengthy illness of one employee and the problem 
of obtaining suitably qualified personnel as replacements. 


We have recommended that steps be taken to improve the accounting and internal 
control procedures, that the Board keep its accounting up-to-date, and that a firm time- 
table for year-end reporting be established and strictly adhered to. 


122. Documentation not completed. For a number of years, in our reports to 
management, we have drawn attention to instances of failure of the National Harbours 
Board to require the completion of the necessary legal formalities before permitting 
assets of the Board to be used by others. Such failures sometimes result in non-collec- 
tion of revenue from customers or in litigation. Examples are: 


1. THE ABSENCE OF A WRITTEN AGREEMENT FOR THE EASEMENT FOR A NATURAL GAS PIPELINE 
ON THE JACQUES CARTIER BRIDGE, MONTREAL, QUE. In 1959 the Quebec Natural Gas Cor- 
poration was granted an easement for a 20-inch natural gas pipeline over the Jacques 
Cartier Bridge before a rental rate had been agreed to. The parties have been unable 
to reach agreement on the rent to be paid and litigation is now pending through which 
the Board is seeking to collect $574,000. 


2. THE ABSENCE OF A LEASE WITH AN OIL COMPANY FOR THE RENTAL OF SPACE, ST. JOHN’S 
HARBOUR, NFLD. The Board permitted an oil company to occupy Pier 17, St. John’s 
Harbour, in August 1965. No lease was executed and subsequently a dispute arose 
between the parties as to the rent to be paid. The Board alleged that an “agreement” 
had been reached with the company that the rental “would be basically fifty cents per 
square foot”. The company contended that many interpretations could be placed on the 
Board’s correspondence dealing with the rent to be charged and thus it was bound to 
pay only what in its opinion was a fair and reasonable sum in respect of use and occu- 
pancy. At December 31, 1968 the Board’s records showed rentals receivable from the 
company in the sum of $47,000 while the company contends that a fair rental has been 
paid and denies any further liability to the Board. The matter is being pursued by the 
Board’s legal counsel. 

3. THE ABSENCE OF A LEASE WITH A SHIPPING COMPANY FOR THE RENTAL OF SPACE, ST. JOHN’S 
HARBOUR, NFLD. A lease with a shipping company for the occupancy of a transit shed 
at St. John’s Harbour expired on December 31, 1964 and five years later a new lease 
is still under negotiation. The Board’s records show that rental of $42,000 was paid 
for 1965 and an amount of $51,144 was due from the lessee comprising: 


Le TRUS eer hk ve riwiaca o's) sic 5 od Tee oe $ 42,000 
AA POU ben eee Ca unos ose ad kcal amt es aaah 75,000 
LOGS FONEARSS VE) SPP a PROT Pee hoe Ore ae, We ee 75,000 
Various trading accounts dating back to 1965......... 33 , 644 

225 , 644 
hessipaymient onsacconmtin we 2 Yeas a a 174,500 


$ 51,144 
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The lessee denies being indebted to the Board for anything other than minor adjust- 
ments and, at the date of our examination, was pressing to have the new lease com- 
pleted. 


. THE ABSENCE OF A WRITTEN JOINT VENTURE AGREEMENT FOR THE OPERATION OF GRAIN 


ELEVATORS, SAINT JOHN, N.B. A joint venture with a subsidiary of a railway company, 
for the operation of the grain elevators at Saint John, has existed since January 1, 1967 
without the benefit of a written agreement. The Board’s share of the profits for 1967 
and 1968 as computed by the other party in the venture amounted to $52,000 and 
$21,000. These amounts have been taken into account by the Board but in the absence 
of a formal agreement they could not be verified. 


. THE ABSENCE OF A CONTRACT FOR THE SALE OF NO. 3 ELEVATOR, VANCOUVER, B.C. In 1964 


the Board began negotiations for the sale of its No. 3 Elevator at Vancouver to the 
lessee, the agreed effective date of the sale being August 1, 1965. Although the negotia- 
tions had not been concluded, the Governor in Council in December 1966 authorized 
the Board to sell the Elevator for $3,531,600 payable in 30 annual instalments of 
$117,720 together with interest from August 1, 1965 at 53% per annum. At December 
31, 1967 an agreement for sale had not been executed but the Board nevertheless 
recorded the sale of the Elevator in its books. Rental payments made by the lessee 
during the period August 1, 1965 to December 31, 1967 were reclassified as being instal- 
ments of the purchase price and interest. During 1968 payments made by the purchaser 
were identified as being payments of principal and interest. The agreement for sale has 
still not been executed and the title to the Elevator is still registered in the name of 
the Board. 


. THE ABSENCE OF A CONTRACT FOR THE SALE OF NO. 1 ELEVATOR, VANCOUVER, B.C. On Septem- 


ber 11, 1967 the lessee of the No. 1 Elevator at Vancouver made an offer to purchase 
the Elevator for $6,500,000. On December 15, 1967 the Governor in Council authorized 
the Board to sell the Elevator to its lessee together with “the benefit of the contracts 
already awarded by the Board for repairs, new equipment, alterations and improve- 
ments’. The sale price of $6,500,000 was to be paid in 30 annual instalments with 
interest at 63% per annum. 


On December 31, 1967 the purchaser paid an amount of $600,000 and the Board recorded 
in its books the sale of the Elevator as of that date. Since that time the purchaser has 
been making monthly payments of principal and interest. Although there has been a 
continuous exchange of correspondence between the purchaser and the Board, the terms 
of the sale have not yet been agreed upon; consequently, no agreement for sale has been 
executed and the title to the Elevator is still registered in the name of the Board. 


. THE ABSENCE OF WRITTEN LEASES WITH PRIVATE OPERATORS FOR THE OPERATION OF CERTAIN 


PIER FACILITIES, VANCOUVER, B.C. On September 30, 1968, with the approval of the Gov- 
ernor in Council, the Board leased the facilities at Ballantyne, Centennial and Lapointe 
Piers, Vancouver Harbour, to private operators. Rent in excess of $1 million at gradu- 
ated rates based on volume has been collected but leases have not yet been executed. 


123. Ex gratia payment to a firm of management consultants. A firm of management 


consultants submitted a proposal in June 1966 to conduct a study of the organization 
and personnel in the engineering establishments of the National Harbours Board and 
of certain other matters affecting Board operations at an estimated maximum fee of 
$55,900 plus travel expenses of $6,000. The proposal was based on a study plan for a 
six-month period and stated that, in the event more or less time was required for 
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professional services, the amount of the maximum fee would be adjusted accordingly. 
On August 24, 1966 the Governor in Council authorized the Board to enter into a contract 
with the consultants for $68,400, including an amount of $6,500 for travel and $6,000 
for contingencies. On August 29, 1966 the Board notified the consultants to this effect. 


Payments to the consultants reached the authorized amount by February 28, 1967 
but they had not completed their work and asked for an extension of time and approval 
for an additional expenditure of $7,000. These requests were granted and subsequently 
approved by the Governor in Council on April 138, 1967. The consultants used the 
additional funds authorized and without approval accumulated additional charges of 
$38,000 up to the time the final volume of their report was submitted on May 18, 1968. 
The National Harbours Board refused payment of the account saying: 


The terms of reference were not altered or amended during the course of the study and any 
departure from the original terms of reference by the consultants is considered to have been 
made without formal approval. I am directed to advise you that there is no evidence at 
hand which could be construed as an acceptance on the part of the [National Harbours] 
Board to enlarge your original mandate. 


The consultants appealed to the Minister and the matter was reviewed by the 
Treasury Board whose findings were as follows: 


Unfortunately, contractual documents are unusually incomplete. The price proposed by the 
consultants is vague but not quite so vague as the acceptance by the [National Harbours] 
Board. Consequently, the pricing basis is susceptible of two conflicting interpretations and 
it can only be concluded that negotiation of a price has never been initiated and therefore 
the contract is in effect on a price to be negotiated basis. 


An ex gratia payment of $29,000 was made to the consultants in February 1969. 


Kighteen months after receipt of the final report, the consultants’ recommendations 
had not been implemented or even approved by the National Harbours Board. 


124. Treatment of sick mariners. Part V of the Canada Shipping Act, #.8S., c.29, 
provides that a levy, based on registered tonnage, shall be collected on all ships arriving 
in ports on the east coast extending inland to Montreal, on the west coast and on Hudson 
Bay or James Bay. The Act also provides for voluntary payment of the levy by fishing 
vessels registered in Canada. The payment of the levy in respect of a vessel establishes 
entitlement to free medical, surgical or other treatment for any sick mariner employed 
on board and belonging to the ship. Treatment is provided at clinics staffed by medical 
officers of the Department of National Health and Welfare, in designated hospitals, or 
by designated port physicians on a fee for service basis. 


The expenditures made under the provisions of the Act are paid out of moneys 
appropriated annually by Parliament, while collections of the levy are classified as 
revenue and are credited to the Consolidated Revenue Fund. Prior to 1942 total levies 
collected were sufficient to offset costs but since then substantial annual deficits have 
been experienced. The bulk of these deficits are attributable to fishing and coastal vessels, 
some of which pay only the minimum levy of $2 per annum for which as many as seven 
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crewmen are able to receive free medical services. There has been a steady rise in the 
cost of services, not matched by compensating adjustments in the rate of levy which 
has remained the same since 1921. The following is a comparison of the expenditure and 
revenue for the past two years: 


Year ended March 31 


1969 1968 


FUX MCRL UI Uk MU RPL oa Pen HAA LRM Shas ene MURRB Ge eM yee $ 1,255,000 $ 1,198,000 . 
TVEMORILE ¢ pall Ouaitc i ise atre Gee E LE ie 20) Abb MiNi a rg MAR can) meri aaa VR SN Sands * 783,000 732 , 000 
fT) 67} Aa ETE, SPR ga CS MMR Ow i: Agee ee EN MY mats SUAAEYT Syst fo $ 472,000 $ 466,000 


Not included is the estimated annual cost of $25,000 for administrative services pro- 
vided by the head office unit. 


As far back as 1949 we reported that the statutory levy did not yield sufficient rev- 
enue to defray the cost of providing services to sick mariners and that this illustrated 
the consequence when legislation sets a fixed rather than a flexible scale of levy to 
recover the cost of a service. In 1962-63 the Royal Commission on Government Organiza- 
tion concluded from its findings that the services should be discontinued and recom- 
mended that Part V of the Canada Shipping Act be repealed. Last year (paragraph 138) 
we reported that departmental officials were currently considering amendments to Part 
V which would eliminate coverage provided to crew members of fishing and coastal 
vessels of Canadian registry. Almost all of them are Canadian residents and as such are 
covered for hospitalization under provincial hospital insurance plans supported by the 
Hospital Insurance and Diagnostic Services Act, 1957, c.28, and in the future are 
expected to be covered for medical care under provincial medical care insurance plans 
supported by the Medical Care Act, 1966-67, c.64, which came into effect on July 1, 
1968. The Department proposed that the provisions of Part V would continue to apply 
to foreign ships and their crews. We expressed the opinion that although the amendments 
considered by the Department would go a long way towards remedying the situation, by 


eliminating the source of most of the deficits and avoiding duplication of coverage, the _ 


inclusion in the Canada Shipping Act of provision for adjusting the rate of levy whenever 
expenditures became substantially out of line with revenue merited consideration. 


Bill C-10 covering proposed amendments to the provisions of the Canada Shipping 
Act relating to medical services for mariners, which was given first reading on October 
29, 1969, indicates that a substantial change has taken place in the views of the Depart- 


ment. It is now proposed that, effective January 1, 1971, tonnage duties be collected only © 


from fishing vessels of Canadian registry and only crew members of such vessels be 


entitled to medical services under Part V. Medical services are defined as services pro- — 


vided by a designated medical practitioner and include drugs administered by him but do 


not include any medical services to which a crew member is entitled under a provincial |: 
medical care insurance plan as defined in the Medical Care Act. Hospital services, to | 
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which nearly all Canadians are now entitled under provincial hospital insurance plans, 
would not be provided under the amended Part V. The medical care of crew members of 
foreign-owned ships would be the direct responsibility of the owners after January 1, 
1971 and tonnage duties would no longer be payable in respect of those ships. 


Although it is anticipated that by January 1, 1971 most crew members of fishing 
vessels will be covered under provincial medical care insurance plans and expenditures for 
the medical care of fishermen pursuant to Part V will be greatly reduced, possibly to the 
point that they are covered by the tonnage duties collected, it still appears desirable to 
include in the Canada Shipping Act provision for adjusting the rate of levy whenever 
expenditure becomes substantially out of line with revenue, since the deficits in the past 
have been mainly attributable to the coverage of fishermen. 


125. Provincial payments to federal hospitals under the Hospital Insurance and 
Diagnostic Services Act. Regulations approved by the Governor in Council under the 
provisions of the Hospital Insurance and Diagnostic Services Act, 1957, c.28, stipulate 


minat: 


The amounts payable by a province in respect of the cost of insured services provided by 
federal hospitals shall be determined on the basis of the amount that would have been paid 
by the province for such services to hospitals other than federal hospitals in that province 
that are comparable as regards size, facilities, standards of service and location. 


The agreements that have been entered into with each of the provinces and the territories 
set out the manner in which the provinces will comply with the Regulations in the 
matter of reimbursing federal hospitals for the cost of providing insured services. Gen- 
erally, federal hospitals are required to submit to the provincial hospital insurance 


authority the same returns and information, including budgets and audited financial 


statements, that are required from non-federal hospitals and they are also to be paid 
on the basis of approved audited costs. If a federal hospital is unable to provide the 


required returns it is to receive payments, usually expressed as a patient-day rate, 


calculated on the basis of the amounts paid to non-federal hospitals providing similar 
services. One province and the two territories pay at patient-day rates that have been 


negotiated between the hospital insurance authority and the appropriate federal 


authority. 


Reference has been made in our Reports for the past five years (paragraph 1389 in 


1968) to our inability to determine whether the terms of the agreements with the various 
provinces under the Act, relating to payments to federal hospitals, were being observed in 


all cases. We stated that this stemmed in part from the fact that: accounting in many 


federal hospitals did not conform to the Canadian Hospital Accounting Manual which 


provides a basic accounting system for hospitals; accounting and medical records in some 


Indian hospitals were inadequate for the preparation of the financial returns required 


by the agreements with the provinces; and in some cases rates could not be determined 
_by reference to comparable non-federal hospitals because of the specialized nature of 


many federal institutions. 
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Last year we reported that all hospitals of the Department of Veterans Affairs and 
ten of the fifteen hospitals of the Department of National Health and Welfare had 
introduced accounting systems based on the Canadian Hospital Accounting Manual. 
Of the remaining five hospitals, one had been later closed, the closing of two was being 
considered and the other two were very small. In view of this, the majority of federal 
hospitals should now be able to provide provincial hospital insurance plan authorities 
with all the information required to permit payment on the same basis as the non- 
federal hospitals and in accordance with the terms of the agreements. 


Our examinations in the past year have shown that many of the hospitals of the 
Department of National Health and Welfare were experiencing difficulty in maintaining 
the new accounting system which had been introduced. In some hospitals postings of 


accounting records were almost two years in arrears with consequent delays in submis- — 
sions to the provinces of returns and billings. The delays were due in most cases to 
the difficulty of recruiting and retaining adequate staff for the hospitals, many of which — 
are in remote locations. Consequently, it is still not possible in many cases for us to — 
determine whether the recoveries being made by these hospitals from the provinces — 


are in accord with the terms of the agreements with the provinces. 


126. Hostal charges for Indians. Reference was made in paragraph 140 of our 1968 
Report to payment of $63,000 to the Prince Albert Nursing Home for the accommoda- 
tion of Indian patients undergoing medical treatment. Among the reasons given for 
treatment in the Nursing Home was shortage of beds in the two local hospitals. These 


patients were eligible for the benefits provided by the Saskatchewan Hospital Insurance — 
Plan as the Federal Government was paying hospital tax to the Province ($319,000 in | 


1967-68) in respect of them. However, as the Nursing Home was not recognized as a 


hospital by the Plan, the cost of accommodation was borne by the Department of | 


National Health and Welfare. 


This situation remained the same throughout the year during which the Depart- 


ment paid $52,000 to the Nursing Home while $296,000 was paid to the Province as — 


hospital tax for Indians. 


127. Canada Assistance Plan—Unemployment Assistance. The Public Accounts © 
Committee in its Fourteenth Report 1966-67 asked the Auditor General to follow up 
and report to the House on the progress made in implementing the Canada Assistance | 
Plan, 1966-67, c.46, and on the adequacy of this new comprehensive approach to social | 


assistance in overcoming administrative weaknesses previously criticized. 


Last year (paragraph 141) we reported the phasing out of contributions to the 


provinces under agreements pursuant to the Unemployment Assistance, Old Age 
Assistance, Blind Persons and Disabled Persons Acts consequent on the enactment of 


the Canada Assistance Plan. During 1968-69 this changeover continued and all prov- 
inces were making claims under the Plan, although two provinces continued to claim | 
concurrently under the Unemployment Assistance Act, 1956, c.26, and all provinces | 
under one or more of the three categorical programs. It is expected that ultimately all | 
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contributions to the provinces towards the cost of social assistance will be made under 
the provisions of the Canada Assistance Plan. 


The following summary of payments under each program shows the substantial 
increase over the past four years in claims under the Canada Assistance Plan and the 
corresponding decreases under the unemployment assistance and categorical programs. 
However, it should be noted that a substantial part of the decrease in the amounts 
claimed under the Old Age Assistance Act, R.S., c.199, which provides benefits for 
persons in need who are 65 years of age or over, reflects the year-by-year reduction 
from 70 to 65 in the eligible age for pensions under the Old Age Security Act, R.S., c.200. 


Year ended March 31 


1969 1968 1967 1966 


Canada Assistance Plan........... $ 256,806,000 $ 225,611,000 $ 10,496,000 $ may 

Disabled persons allowances..... & 6,388,000 7,063 ,000 15,025,000 14,979,000 
Old age assistance................ 3,370,000 8,896,000 19,696,000 26 , 942,000 
Blind persons allowances.......... 2,057 , 000 2,314,000 3,377,000 3,632,000 
Unemployment assistance......... 1,049,000 6,122,000 1438 , 272,000 101,707,000 


12,864,000 24,395 ,000 181,870,000 147,260,000 


$ 269,670,000 $ 250,006,000 $ 191,866,000 §$ 147,260,000 


We also reported last year that, although contributions by Canada under the 
Canada Assistance Plan became effective April 1, 1966 and the provinces received 
advance payments on claims submitted, statements of final costs certified by provincial 
authorities had not been submitted for the year 1966-67. This was attributable to 
difficulties the provinces were experiencing in adjusting the administration of their 
social assistance programs to take advantage of all the provisions of the Canada 
Assistance Plan. Because of this we had been able to make only a limited audit of the 
Plan and therefore were unable to assess the effectiveness of the new comprehensive 
approach to social assistance in overcoming the weaknesses in the administration of 
unemployment assistance reported in previous years. 


Our examinations during the past year disclosed that some provinces were still 
having difficulty in adjusting their social assistance administration to the requirements 
of the Plan. At March 31, 1969 two provinces had not submitted statements of final costs 
for 1966-67 and six had not submitted final costs for 1967-68. Accordingly, our audit is 
still somewhat limited but examinations to date have not disclosed any serious weak- 
nesses in administration. 


128. Frauds in the Old Age Security Program. Under the provisions of the Old Age 
Security Act, R.S., c.200, a monthly pension is available to all persons attaining a 
certain age who meet the necessary requirements with respect to residence in Canada. 
The age at which the pension becomes available was initially 70 years but, since 1966, 
it has been progressively reduced on January 1 of each year until it reached 65 years 
on January 1, 1970. 
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For payment of these pensions, as well as family allowances, family assistance, 
youth allowances and guaranteed income supplement, the Department of National 
Health and Welfare has established regional offices in each of the provincial capitals. 
Annual payments in respect of these income security programs approximate $2,200 
million with monthly cheques being issued to almost five million individuals. It has 
been our practice to visit these regional offices at periodic intervals, placing particular 
emphasis in our examination on the control that is being exercised over payments under 
the various programs and supplementing this by necessarily limited tests of transactions. 
The Department is advised of the results of our examination and any necessary corrective 
action is taken. 

A routine check by the Department of undelivered old age security cheques at one 
regional office resulted in an investigation which disclosed frauds involving approxi- 
mately $800,000, comprising payments to fictitious persons and to persons who did not 
qualify for pension either through age or residence. Recoveries of about $200,000 had 
been made to December 31, 1969 and the investigation is continuing. 


129. Lack of authority to spend revenue from operations. In paragraph 142 of our 
1968 Report we referred to the practice of the National Research Council of Canada of 
supplementing its parliamentary appropriations with revenue derived from its opera- 
tions without the required authority of Parliament. 

When the Council was established in 1924 by the National Research Council Act, 
R.S., c.239, it was assumed that its activities would be financed by parliamentary appro- 
priations and that moneys received by the Council for its services would be minimal. 
The Act did not give any specific direction concerning the treatment to be given to 
revenue earned by the Council. Section 13(e) did, however, empower the Council 

to expend such sums of money as may be annually appropriated by Parliament for the work 

of the Council or that have been received by the Council through bequest, donation or 

otherwise. 


By 1950, when the revenue of the Council from laboratory fees, sales of publica- 
tions and other operations had risen substantially and was being used to augment the 
Council’s appropriations, the scope and intent of section 13(e) of the Act became a 
matter of concern and it was referred to the Department of Justice. It was the opinion 
of the legal officers that the Council was not empowered to expend moneys received 
from its operations and that the moneys should be accounted for as general revenue of 
Canada. The section was amended in 1954 (1953-54, c.42) to enable the Council to 
expend any money “received by the Council through the conduct of its operations”. 

However, in 1966, section 13(e) was repealed (1966-67, c.26) and replaced by the 
following: 

(e) to expend, for the purpose of this Act, any money appropriated by Parliament for the 

work of the Council; 
(ea) to acquire any money, securities, or other property by gift, bequest, or otherwise, and 
to expend, administer or dispose of any such money, securities or other property sub- 


ject to the terms, if any, upon which such money, securities, or other property is given, 
bequeathed or otherwise made available to the Council. 


= ee 


| 
| 
| 
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Although the Council was again subject to the restrictions that existed prior to 
1954, it continued to supplement its appropriations with revenue from operations and 
applied revenues of $5,600,000 for this purpose in 1968-69. 


Appropriation Act No. 4, 1969, 1969-70, c.2, covering Supplementary Estimates (A), 
1969-70, includes Treasury Board Vote 15a which, among other things, authorizes “the 
spending of revenues received by the Council in the conduct of its operations for the 
purposes of Treasury Board Votes 15, 20, 25 and 30”. The National Research Council 
therefore has the necessary authority in 1969-70 to supplement its parliamentary appro- 
priations with revenue derived from its operations. 


130. Departmental practices which lack statutory sanction. In paragraphs 144, 145 
and 146 of our 1968 Report we drew attention to ten practices of the Customs and 
Excise Division of the Department of National Revenue which lacked legislative sanc- 
tion. These practices relate to: 


(a) refunds of customs duties on an estimated basis; 
(b) sales of goods unclaimed at Customs; 


(c) determination of ‘sale price” for sales tax purposes—see section 30 of the Excise Tax 
Act, R.S., c. 100; (See also Appendix 1, item 15.) 


(d) refunds of duty paid on goods diverted to use other than that for which they were 
imported ; | 

(e) operating bonded warehouses without the joint control of the licensee and excise officers 
—see section 51 of the Excise Act, RB.S., c.99; 

({) granting permission to distillers to replace bottled spirits broken in an in-bond case 
warehouse with duty-free spirits—see section 54(1) of the Excise Act; 

(gz) granting permission to distillers to remove from their premises packages containing 
less than five gallons of spirits—see sections 157 and 162 of the Excise Act; 

(h) refunding duty paid on beer exported from the country although the advance notice of 
export is less than the required 48 hours—see section 175 of the Excise Act; 

(i) goods imported under invalid tourist exemption claims—see paragraph 145 of our 1968 
Report; and 

(j) delay in collecting tax—see section 30 of the Excise Tax Act. 


The Public Accounts Committee had considered the practices referred to in (b), (c) 
and (d) and, in its Eighth Report 1964-65 and its Fifth Report 1966-67, had recom- 


| mended that they should receive statutory sanction. Also, in its Fifth Report 1966-67, the 


Committee expressed the opinion that: 


a government department should not initiate or take any action that is not authorized by 
Parliament even though it contemplates that Parliament may eventually take action to 
provide that authority. It [the Committee] considers that the actions of government depart- 
ments must be limited at all times to the legislative authority existing at the time the 
action is taken. 
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During the year, amendments (1968-69, c.18) to the Customs Act, R.S., c.58, gave | 
statutory sanction to items (a), (b) and (d). Although there were no amendments | 
to the Excise Act or to the Excise Tax Act, the other practices were carried on throughout | 


the year. 


An amendment to the Customs Tariff (1969-70, c.6) assented to December 19, 1969 | 
includes tariff item 70312-1 which gives statutory sanction to item (1) by authorizing the | 


use of an overall or composite rate of duty. 


During the year the practice of permitting abatements for shrinkage by evaporation 
beyond 15 years in computation of duty on spirits was noted. This practice is contrary 
to section 137(1)(d) (ii) of the Excise Act. 


131. Questionable interpretation of the Excise Tax Act with regard to instalment 
sales. In our 1968 Report (paragraph 151) attention was drawn to the application by the 
Customs and Excise Division of the Department of National Revenue, of section 
30(1)(a) (ii) of the Excise Tax Act, R.S., c.100, when we referred to the removal of the 
sales tax on drugs effective September 1, 1967. 


It is the Department’s view that this section of the Act does not relate solely to the ! 
date on which the tax must be paid but that the tax is imposed on the date of payment | 


at whatever rate may then be in effect. It is the Audit Office view that the intent of 


section 30(1)(a) (ii) is that tax imposed at the time of sale be paid proportionately at | 


the time each of the instalments under the sales contract becomes payable. 


If the Department’s view is the correct one, then consideration should be given to | 
the section as, in the event of an increase in the rate of sales tax or of the imposition of 
sales tax on goods not now subject thereto, a licensed manufacturer who is receiving | 
instalment payments under sales contracts would be taxed an additional amount on | 


sales which took place in the past. 


132. Calculation of duties of excise on spirits distilled or brought into a distillery. In | 
previous Reports (paragraph 153 in 1968) reference has been made to section 137(1) of | 
the Excise Act, R.S., c.99, which defines five separate methods for the determination of — 
duty on spirits and directs that the “method of computation which yields the greatest _ 
amount of revenue, shall, in all cases, be the one upon which the distiller shall pay the | 


duty”. 


Only one of these methods provides for abatements of the duty on the spirits for | 
shrinkage by evaporation while maturing and it is this method which is in use by the | 
Department of National Revenue notwithstanding the fact that it does not yield “the | 
ereatest amount of revenue”. The explanation given by the Department is that if this | 
particular method was not chosen, the abatement provisions of the Act would be | 


totally ineffective and it does not consider that this was intended by Parliament. How- 
ever, the choice made by the Department has rendered completely ineffective the require- 
ment that the method yielding the greatest amount of revenue is to be used. 
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Under the present wording of the legislation there is an annual shortfall of revenue 
in excess of $50 million. If it is intended that such abatements be continued, we reiterate 
that the Act should be suitably amended. 


133. Loss of revenue due to failure to ensure renewal of security bond. Section 35 of 
the Excise Tax Act, R.S., c.100, provides that a wholesaler granted a licence under Part 
VI of the Act shall give security of not more than $25,000 and not less than $2,000 to 
ensure that the wholesaler will render true returns of sales and pay any tax imposed by 
the Act upon such sales. 


We noted an instance where the Customs and Excise Division of the Department of 
National Revenue received from a bonding company 60 days notice of cancellation of 
the $25,000 bond of a licensee and from the licensee a request for cancellation of his 


licence because it had not been used for five months. The licensee, on learning that he 
_ must pay sales tax on his inventories, changed his mind and decided to continue to operate 


as a licensed wholesaler in addition to his operation as a manufacturer. However, the 
Department failed to ensure that the security bond was renewed. 


Some nine months later the licensee went into voluntary liquidation and the ensuing 


audit resulted in an assessment for unpaid sales tax of $24,000 on both the wholesale 


and manufacturing operations. The trustee is in the process of liquidating the assets of 


the licensee and it is not known whether or not some payment on the $24,000 may be 
received. However, had a security bond been in effect some $3,000, being the unpaid 
sales tax on the wholesale operation, would have been recovered from the bonding com- 


pany. 


134. Concessions made to motor vehicle manufacturers. In previous Reports (para- 


"graph 148 in 1968) reference has been made to three programs which provide concessions 
for motor vehicle manufacturers. We stated that the procedures followed by the Customs 
and Excise Division of the Department of National Revenue in administering the con- 
-cessions were not adequate to protect the revenue. We also stated that it was essential 
that the Department take steps to strengthen its administration of the programs to ensure 
that importers concerned do not benefit from concessions beyond those approved by 
| the Governor in Council and that revenues due to the Crown are promptly collected. 
The situation remains the same and 


(a) there are still no records available showing the amount of customs duty involved or 
even the total value of the imports for which the manufacturer must account, 


(b) the Department does not always receive adequate information on which to assess the 
manufacturer’s progress in meeting the conditions of the programs, 

(c) delay in verifying the manufacturers’ records continues because of lack of sufficient 
pressure by the Department on the manufacturers to submit the required annual 
statements by the due date, and 

(d) departmental policy is to record the amount due from a manufacturer who fails to 
qualify for the exemption he has had only when the amount is finally determined 
rather than establishing an estimated amount as soon as it is known that an amount 
is receivable. 
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The situation at March 31, 1969 with respect to the programs referred to was as 
follows: 


1. The British Commonwealth Content program is now of interest to the major vehicle 
manufacturers only with respect to vehicles not covered by the Motor Vehicles Tariff 
Order 1965 or in the event that they fail to meet the conditions of the Order and are 
required to pay duties and taxes on imports made under the Order on a duty-free basis. 


2. The program under Order in Council P.C. 1963-1/1544 of October 22, 1963 was super- 
seded in January 1965 by a new program under the Motor Vehicles Tariff Order 1965. 
The only transactions now taking place under the program are amendments to import 
entries dated prior to January 17, 1965. During the year, duties of $1,321,000 were 
remitted under this program when manufacturers amended import entries with respect 
to certain parts imported duty-free under the program prior to January 17, 1965 and 
subsequently incorporated into vehicles which were exported. In such cases some 
importers amended the original entry by paying the duty and then claimed 99% draw- 
back under the authority of section 275 of the Customs Act, R.S., c. 58. This provided 
for them an unused balance of Canadian content credit which was then used for purposes 
of seeking refunds on other duty-paid items. 


3. The Motor Vehicles Tariff Order 1965 came into effect in January 1965. From inception 
of the program to March 31, 1969 duties, and taxes on duties, payable by vehicle 
manufacturers who had failed to meet the conditions of the Tariff Order or the conditions 
of similar Orders applicable to particular companies, amounted to an estimated 
$108,691,000. Of this amount, $108,530,000, which was payable by 14 companies, was 
remitted by the Governor in Council under section 22 of the Financial Administration — 

Act. This remission (Order in Council P.C. 1969-172 of January 28, 1969) covered duties | 

and taxes payable by vehicle manufacturers who had failed to meet the conditions of | 

the Motor Vehicles Tariff Order during the years ended July 31, 1965, 1966, 1967 and | 

1968 but not for subsequent periods. 

The balance of $161,000 which has been reported by the Department as a contingent _ | 
receivable on page 17.14 of Volume II of the Public Accounts for the year ended | 

March 31, 1969 is owing by five vehicle manufacturers who did not qualify for remission | 

under Order in Council P.C. 1969-172 of January 28, 1969. The reason that the Depart- 

ment has used the term “contingent receivable” is that it considered there was a possi- | 
bility that the amount might also be remitted by the Governor in Council under’ 
section 22 of the Financial Administration Act. In fact, most of this amount has since 
been remitted. 

In September 1969 it was determined by departmental audit that a vehicle manu-- 
facturer, reported last year as having failed to meet the conditions of the Tariff Order for 
the years ended July 31, 1966 and 1967, also failed for the year ended July 31, 1968. | 

It was further determined that the company was qualified for remission under Order in | 

Council P.C. 1969-172 with the result that estimated remissions to all companies under 

this Order in Council now exceed $180 million. Of this amount, an estimated $173 million. 

is applicable to this one vehicle manufacturer. 


Currently there are 38 vehicle manufacturers and approximately 500 parts manu-. 
facturers authorized to import under the Tariff Order. Sometimes parts so imported 
are diverted to use as replacements and when this happens the importer is required to. 
submit an amending entry, paying the duty for which he would have been liable if the’ 
item had initially been imported under the appropriate tariff item. The Customs and 
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Excise Investigation Branch of the Department of National Revenue carries out audits 
to ensure that manufacturers account for these diversions and that amending entries 
are submitted promptly. Since the inception of the program in January 1965 the records 
of most vehicle manufacturers have been audited only once and only one-half of the 
500 parts manufacturers have had their records audited. 


Although paragraph 148 of our 1968 Report was examined by the Public Accounts 
Committee at three meetings in June 1969, no report thereon has yet been made to 
the House. 


During the Public Accounts Committee meetings, particulars were provided to the 
Committee concerning remissions totalling an estimated $80 million (subsequently 
increased to an estimated $108 million) made under Order in Council P.C. 1969-172 of 
January 28, 1969. These remissions covered duties payable up to July 31, 1967 by 
vehicle manufacturers who had been established as having failed to meet the conditions 
of the Motor Vehicles Tariff Order 1965. Duties payable by vehicle manufacturers who 
had failed to meet the conditions of the Tariff Order in the production year ended 
July 31, 1968 totalled an estimated $72 million and these were likewise remitted by the 
same Order in Council which, as mentioned previously, remitted duties payable by 
vehicle manufacturers who had failed to meet the conditions of the Tariff Order during 
the production periods ended July 31, 1965, 1966, 1967 and 1968. The remissions are 
now estimated to exceed $180 million. 


Three Departments have responsibilities with respect to the Motor Vehicles Tariff 
Order 1965. The primary responsibility rests with the Department of Industry, Trade 
and Commerce but the Tariff Order itself is a product of the Department of Finance, 
acting in consultation with the Department of Industry, Trade and Commerce. The 
Customs and Excise Division of the Department of National Revenue is responsible for 
the administration of the customs entries, for the determination of liability for customs 
duty, and for the collection of duties payable. It is this latter Department which we 
have criticized in previous Reports because of its failure to keep adequate records of 
customs duties payable and to collect the customs duties payable by vehicle manufac- 
turers when they fail to meet the requirements of the Tariff Order. 


Officials of all three Departments gave evidence before the Public Accounts Com- 
mittee at its meetings on June 10, 12 and 17, 1969. From the evidence given, it is 
obvious that in determining whether or not a vehicle manufacturer has complied with 
the requirements of the Motor Vehicles Tariff Order 1965, the Department of Industry, 
Trade and Commerce and the Department of Finance follow criteria additional to those 
incorporated in the Tariff Order. The officials of these Departments, when testifying 
before the Committee, appeared to place greater emphasis on criteria which are not 
included in the Tariff Order than on certain criteria which are included. 


The Customs and Excise Division of the Department of National Revenue, being 
aware of this situation and being faced with the sheer impracticality of collecting millions 
of dollars in customs duty several months after the end of a vehicle manufacturer’s 
_ production year, should that manufacturer have failed to meet the conditions of the 
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Tariff Order, has had little enthusiasm for the precise determination of duties owing 
because of an impression that such duties would probably be remitted. Events to date 
have shown this impression to be amply justified. 


The absence from the Tariff Order of many of the criteria established by the 
Department of Industry, Trade and Commerce and the Department of Finance for 
determining liability for duty has also led at least one vehicle manufacturer to believe 
that he was not required to meet the conditions of the Tariff Order to earn entitlement 
to duty-free treatment. It is therefore essential that the Motor Vehicles Tariff Order 
1965 be amended to spell out all the criteria to be followed in determining lability 
for payment of duty. 


As long as there are conditions to be met before a vehicle manufacturer qualifies 
for duty-free importation, it is essential that the administration of the Tariff Order be 
tightened up, that an adequate system of accounts be installed, and that information 
flow into the Department of National Revenue promptly. The Department should 
take and maintain the initiative in assessing and collecting taxes due the Crown and, 
if necessary, penalties should be imposed to ensure that the industry provides promptly 
the information required for settlement of the accounts. Alternatively, in order that 
the Crown be protected, we believe that all duties and taxes should be collected at the 
time of importation and that benefits or incentives provided should be made available 
to the vehicle manufacturers only when evidence is produced that the required condi- 
tions have been met. 


135. Remissions granted by the Governor in Council under section 22 of the Finan- 


cial Administration Act. Section 22 (1) of the Financial Administration Act provides © 


that: 


The Governor in Council, on the recommendation of the Treasury Board, whenever 
he considers it in the publie interest, may remit any tax, fee or penalty 


and subsection (8) requires that: 


A statement of each remission of one thousand dollars or more granted under this section 
shall be reported to the House of Commons in the Public Accounts. 


In accordance with this requirement, listings of remissions of one thousand dollars 
or more are included in Volume II of the Public Accounts. As in previous years, the 
majority of these remissions pertain to customs and excise duties and excise taxes admin- 
istered by the Customs and Excise Division of the Department of National Revenue. 
The totals of the remissions with respect to this Division for which amounts appear in 
the Public Accounts, in each of the past five years, are as follows: 


A OG4-7OOs. ari hte) ds. SPL mL de se $ 40,520,000 
TOGEHCG ahi) a 5 UP IE en ea eas 9 a es, 34,826,000 
TOGG-OF ee A ed OF. Se ed Ae eee 30,134,000 
LYGT—GB8. 35 AA dah, cee eae RRS T ete 29,506 , 000 
1968-09. a rndd a ik PA UE OAR 197,308,000 
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In addition to the remissions for which amounts are shown, a number are granted 
where amounts involved are not accumulated or cannot be readily determined. In such 
cases, a narrative description of the remission is included in the Public Accounts. 


The large increase in remissions in 1968-69 over the total for 1967-68 is mainly the 
result of remissions of $108.5 million to motor vehicle manufacturers who failed to meet 
the terms of the Motor Vehicles Tariff Order 1965 (see paragraph 134 of this Report) ; 
an increase of $30.4 million in remissions granted under the machinery program intro- 
duced by the Department of Industry, Trade and Commerce in December 1967 to enable 
Canadian industries to acquire capital equipment at the lowest possible cost; and an 
increase of $26 million in remissions with respect to aircraft and parts used in interna- 
tional flights. 


Remissions on goods or equipment imported into Canada on a temporary basis 
amounted to $17.1 million in 1968-69 compared with $12.7 million in 1967-68. The remis- 
sions reported for 1968-69 include remissions on articles still in Canada at March 31, 1969. 
This method of reporting is consistent with the requirement that remissions shall be 
reported when granted. Last year certain remissions were reported only when articles 
were exported. 


In previous Reports (paragraph 150 in 1968) we stated that where the policy of the 
Governor in Council to remit duties on temporary imports is being followed consistently, 
it has the same effect as if statutory provision were made for importation on a duty-free 
basis, or on the basis of a pro-rated amount being assessed for each month the imported 
article remains in Canada. We suggest again that consideration be given to suitable 
amendments to the governing legislation in order to eliminate routine remissions. 


Remissions of a continuing nature issued in prior years under which no benefits were 
obtained in the current year are not included in the listing of remissions for 1968-69. We 
reiterate the view expressed in our previous Reports that these remissions should be 
revoked once they have served their purpose and should not be left available for the 
benefit of future individual cases which might happen to qualify under them. Further- 
more, in the interest of full disclosure to Parliament, unrevoked remissions of a continu- 
ing nature should be reported in the Public Accounts annually. 


136. Collection of underpaid excise duties. We noted an irregular practice being fol- 
lowed at a distillery which resulted in non-payment of excise duty on deficiencies in excess 
of the legal allowances arising on dumping, blending and reducing operations. A subse- 
quent investigation by the Customs and Excise Division of the Department of National 
Revenue confirmed our finding that the distillery had failed “to make a true and correct 
return and entry at the time and in the manner required” under section 92(a) of the 
Excise Act, R.S., c.99. 


The Department suspected that the irregular practice may have been followed prior 
to April 1, 1967 but it was unable to substantiate this. It confirmed, however, that in the 
period April 1, 1967 to March 31, 1969 the irregular practice had resulted in a shortfall 
of excise duties totalling $73,000. This amount has been recovered from the licensee and 
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the irregular practice discontinued. The resident excise officer in charge was suspended 
and has since retired. 


We are informed by the Department that the procedure required by the Act is time- 
consuming and costly both to the Government and to the licensee and that consideration 
is being given to proposing an amendment to the Excise Act. 


137. Examinations of Customs ports. During the year we made examinations at 34 
of the 267 Customs ports operated by the Customs and Excise Division of the Depart- 
ment of National Revenue. As a result of these examinations the attention of the Depart- 
ment was drawn to weaknesses in internal control at a number of ports and to various 
irregularities, including the following matters which are of a recurring nature: 


1. RECORDING OF MAIL MATTER. Each item requiring Customs entry is to be recorded on a 
duplicate prenumbered card (E14) which is used as a control over the parcels in the 
port and as an advice to the addressee. The duplicate of the card must be signed by 
the addressee and surrendered to Customs before the relative parcel is delivered. At 
15 Customs ports there were instances where the cards bore no signature. In other 
instances the cards did not give a description of the goods, with the result that the 
correctness of the rate of duty collected could not be verified. 


2. SECURITY BONDS. When importers wish to have goods released from Customs immediately 
and without completion of Customs entries or when they wish to pay duty with un- 
certified cheques, they must provide suitable security bonds or deposits. At five ports 
instances were noted where security had not been provided or was inadequate. 


3. SIGHT ENTRIES. If the importer of any goods makes a declaration that he cannot, for want 
of full information, make perfect entry thereof, such goods may be landed on a bill 
of sight and the goods delivered to the importer on his depositing with the Collector 
an amount sufficient to pay the duties. Where a sight entry is not perfected within the 
time appointed by the Collector, the sight deposit is to be taken to account and a penalty, 
equal to the amount deposited, may be assessed. At three ports instances were noted 
where sight entries were not perfected promptly, no penalties were assessed and in two 
cases refunds were made. 

4. TEMPORARY IMPORTATIONS. Upon receipt of an application for the temporary entry of 
articles, the Collector shall determine (a) whether security is to be given in respect 
of the customs duties and excise taxes payable on the article imported, (b) the amount 
of any such security, and (c) the period of time up to a maximum of twelve months 
that the article may be kept in Canada without payment of customs duties and excise 
taxes thereon. At four ports instances were noted where temporary admissions were not 
investigated promptly to determine if revenue was due to the Crown. 


We have been informed by the Department that remedial action has been taken at 
all the ports examined. 


138. Disposal of Crown-owned houses. In previous Reports (paragraph 154 in 1968) 
we referred to Crown-owned houses at Coutts, Alta., which were declared surplus by the 
Customs and Excise Division of the Department of National Revenue and sold by 
Crown Assets Disposal Corporation for less than one-third of their cost 12 years earlier. 
We stated that the price obtained for the properties may have been in line with current 
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values but a loss of the magnitude suffered by the Crown on these properties raised 
the question of the justification for the construction of the houses in the first place. 


We noted last year that the Crown still owned ten properties at Coutts. During the 
year five of these houses, two of which had been vacant for 34 and 40 months, were 
declared surplus and sold by Crown Assets Disposal Corporation. These houses, which 
had been built in 1952 at a cost of $72,000, were sold for a total of $25,000 with three of 
the purchasers being officers of the Crown, two of whom were occupying the properties 
they bought. 


Also during the year, five houses located at the border crossing some 15 miles from 
Boissevain, Man., were disposed of through Crown Assets Disposal Corporation. Four of 
these houses were built in 1954-55 at a cost of $66,000. The fifth, built in 1928, was 
remodeled at a cost of over $9,000 in 1955. These houses, which had all been built on 
land owned by the Province of Manitoba, were sold for approximately $2,000 each and 
were removed from the site by the new owners. 


In explaining to the Public Accounts Committee the earlier disposal of houses at 
the port of Coutts, officers of the Department stated that their decision to declare the 
houses surplus was based on a policy expressed by the Treasury Board in May 1964 that 
where government employees are no longer required to live at sites where there are gov- 
ernment houses, “these dwellings are now surplus to requirements and they should be 
disposed of since the Crown has no business in competing with private landlords in the 
rental business and the costs of administration and maintenance often exceed the low 
rentals collected”’. 


In its Fifth Report 1966-67 the Committee, referring to the policy, stated that: 


The Committee does not consider that this policy directive contemplated or necessitated 
a 70% capital loss being taken by the Department... The Committee intends to pursue this 
matter with Crown Assets Disposal Corporation. 


This matter is again brought to attention because the Crown experienced additional 
substantial capital losses during the year. 


139. Computation of income for tax purposes. Section 17(8) of the Income Tax Act, 
R.S., c.148, states: 


Where a taxpayer carrying on business in Canada has paid, or agreed to pay, to a 
non-resident person with whom he was not dealing at arm’s length as price, rental, royalty 
or other payment for use or reproduction of any property, or as consideration for the carriage 
of goods or passengers or for other services, an amount greater than the amount... that would 
have been reasonable in the circumstances if the non-resident person and the taxpayer had 
been dealing at arm’s length, the reasonable amount shall, for the purpose of computing 
the taxpayer’s income from the business, be deemed to have been the amount that was paid 
or is payable therefor. 


An instance was noted where the Department applied this section of the Act in the 
reassessment of a taxpayer for 1967. The result was an increase of $629,000 in taxable 
income and an increase of $288,000 in tax and interest payable. 


100 REPORT OF THE AUDITOR GENERAL — 1969 


Although the same situation had existed in prior years and section 46(4) of the 
Act makes provision for reassessment within a period of four years, no reassessment was 
made of the returns for those years. 


140. Income tax owing by non-residents. In previous Reports (paragraph 157 in 
1968) reference was made to the deletion from the accounts, with the approval of Par- 
liament, of income taxes owed by taxpayers from whom collection could not be effected 
because they were no longer resident in Canada. During the year, Treasury Board Vote 
6b, Appropriation Act No. 1, 1969, 1968-69, c.23, authorized the deletion from the 
accounts of certain debts due to the Crown aggregating $7.3 million. Of this amount $3.9 
million represented income tax, of which $366,500 was owing by 35 taxpayers from whom 
collection could not be effected because they are no longer resident in Canada. This is a 
continuing problem which is aggravated by the fact that a person emigrating from Can- 
ada is not required to obtain a tax clearance before departure, by the lack of any agree- 
ment with other countries for the collection of tax on a reciprocal basis, and by the 
apparent inability of any government to make use of the courts of another country for 
tax collection purposes. 


The problem is not limited to persons who are non-residents of Canada, as it exists 
to some degree in the case of residents of Canada living near the United States border 
who are employed in the United States. Such persons are taxable in Canada on all their 
income whether earned in the United States or Canada, but collection becomes impossible 
if the taxpayer chooses to arrange his affairs in such a way that any assets which might 
be seized are kept in the United States. 


Consideration should be given to the development of procedures designed to mini- 
mize the evasion of payment of income tax by persons leaving Canada or removing 
assets from Canada. 


141. Income tax concessions to members of the Canadian Forces. In previous Reports 
(paragraph 158 in 1968) attention was drawn to two income tax concessions to members 
of the Canadian Forces. The first was that a serviceman, unlike a civilian taxpayer, 
receives the benefit of married exemption even though his wife’s income exceeds $1,250, 
and where his wife has an income between $250 and $1,250 in a taxation year he is not 
required to reduce his married exemption by the amount by which his wife’s income 
exceeds $250. 


The situation remains the same. If the wives of only 1,000 of the 68,000 married 
servicemen on strength at March 31, 1969 have an income of $1,250 or more, then the 
minimum annual loss to the Crown is equivalent to the income tax on $1 million of 
taxable income. 


The second concession referred to was a provision in the Regulations made pursuant 
to section 66(1) of the Income Tax Act, R.S., c.148, that no amount of tax is to be paid 
by a member of the Canadian Forces on amounts of pay and allowances payable to him 
in a taxation month in consequence of an upward adjustment in the month of his pay 
and allowance entitlements for a month. 
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We reported that the Crown suffered a loss of tax on $2 million of taxable income 
for the month of October 1967 with respect to a pay increase commencing in that month. 
In the year under review a pay increase effective October 1, 1968 was not paid until 
November 1968 in which case there was no loss of tax to the Crown because the upward 
adjustment in pay was not paid until a subsequent month. However, we are of the 
opinion that the Regulations should be amended so that in future tax would be exigible 
in cases similar to that noted in last year’s Report. 


142. Insufficient penalty for late payment of income tax. In previous Reports 
(paragraph 160 in 1968) we drew attention to the substantial amounts of income tax 
remaining unpaid at March 31 of each year. We have suggested that the imposition of 
penalties for late payment over and above the 6% interest which is payable on taxes 
paid after the due date could be of material assistance to the Taxation Division of the 
Department of National Revenue in collecting its outstanding accounts. 


The situation remains the same and unpaid income tax at March 31, 1969 amounted 
to $277 million compared with $278 million at March 31, 1968. 


143. Second class mail. For the year ended March 31, 1969 the Post Office incurred 
an operating deficit of $88.2 million compared with a deficit of $67.2 million for the 
previous year. In arriving at these operating results, the Post Office has taken credit 
for the interest value of balances held in the Money Order Account and Post Office 
Savings Bank less interest allowed on Savings Bank accounts. (See paragraph 302 of 
Volume II of this Report.) 


Of the deficit of $88.2 million, $41.1 million is attributed to the loss on the handling 
of mailings by publishers of newspapers and other periodicals (second class mail), an 


increase of $3.6 million over the loss in the previous year. 


The following figures show the estimated loss in handling second class mail in 


_ those years for which the loss has been calculated: 
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The Public Accounts Committee has been considering this problem since 1958 and 
in its Fourth Report 1966-67 stated that: 


It considers it essential that the Post Office Department or Parliament immediately find 
ways and means of covering the loss of the Post Office Department in handling second class 
mail without this being done at the expense of other classes of mail, keeping in mind, however, 
the need of assistance to small independently-owned newspapers circulating in rural areas. 
(See Appendix 1, item 1.) 
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Following upon this recommendation, second class rates were increased in stages 
effective April 1, 1969, October 1, 1969 and April 1, 1970, by an amendment, 1968-69, c.6, 
to the Post Office Act, R.S., c.212. The Postmaster General had informed the House 
that with no increase in rates, the loss on second class mail would increase to $54.6 
million in 1969-70. With the increased rates a deficit of $41.25 million on second class 
mail was forecast for 1969-70. 


144. Collection of under-assessed postage. In paragraph 163 of our 1968 Report, 
we referred to the complexity of the postage rates applicable to the various classes of 
mail handled by the Post Office and to the fact that postmasters sometimes charge an 
incorrect rate. When an undercharge is subsequently noted, a postmaster assesses the 
insufficient postage against the mailer and normally receives the revenue properly due. 


We referred to a case where a newspaper publisher prevailed upon the postmaster 
at one of the smaller post offices to accept unaddressed copies of his newspaper at the 
second class postage rate rather than at the applicable higher third class householder 
rate. When the Post Office unsuccessfully attempted to obtain payment of the balance 
due, the Department of Justice expressed the opinion that the Postmaster General was 
not empowered to impose liability for postage due and that an action could not be 
maintained against the publisher. 


Because of the complexity of the rates and the fact that the collection of postage is 


decentralized over hundreds of post offices throughout the country, it is inevitable that | 
errors will occur. Since the effect on postal revenues could be serious if the Postmaster — 
General lacks legal authority to enforce payment of the proper postage once the mail | 
has been accepted, we suggested that consideration be given to suitable amendments to | 


the Post Office Act, R.S., c.212, so that he can effectively carry out the provisions of the 
Act with respect to the assessment and collection of postal revenues. The situation 
remains unchanged. 


145. Losses from robberies at post offices. Section 5(1)(s) of the Post Office Act, | 
R.S., c.212, authorizes the Postmaster General to pay out of postal revenue losses result- 
ing from fire, theft and forgery. Such charges have been increasing steadily over the years 


with the bulk of the losses attributable to robberies of post offices. 


In 1968-69 the total of the losses charged to revenue was $550,042 of which $519,912 _ 
($39,905 in cash and $480,007 in postal values) was attributable to 361 robberies of post | 
office premises. This compares with a total of $131,586 in 1964-65 of which $88,141 repre- | 
sented losses in 163 robberies. Should postal values be destroyed before they can be used | 


the loss is reduced to a nominal amount. 


During the year the largest loss by robbery, $26,662, was incurred at the Main Post | 
Office, Windsor, Ont., where the thieves apparently had the combinations to both the | 
vault and the money chest within the vault. Post Office security instructions require that | 
vault combinations be restricted to a minimum number of employees and that they not | 
be recorded anywhere on the premises. Unfortunately in this case the combinations had ! 


been left inscribed for years on the back of a drawer in the working area. 
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146. Failure by government departments to make proper payments for postage. 
The Post Office Act, R.S., c.212, requires that first class mail addressed to and mailed by 
government departments in Ottawa be carried free of charge by the Post Office. However, 
other postal services such as air mail, third and fourth class mail, registration and special 
delivery are to be paid for at the regular postal rates by the departments concerned. Prior 
to 1964, payment for these services was for the most part made by means of postage 
stamps specially marked for government use or by the use of postage meter machines. 


In 1964, following a recommendation of the Royal Commission on Government Or- 
ganization, the Treasury Board instituted a new procedure for the payment of postage 
by departments under which the departments were to estimate the postage on their mail 
for the ensuing year and to pay that amount in quarterly instalments to the Post Office. 
An adjustment was supposed to be made in the payment for the final quarter of the year 
to reflect any difference between the actual and the estimated quantities of mail. 


There are 77 governmental units in Ottawa which have the privilege of mailing with- 
out the use of postage stamps and many of these mail from several locations. Departmen- 
tal payments for postage during the year totalled some $9.2 million. The Post Office 
suspects that some departments are not careful in estimating their postage or in keeping 

track of their mail in order to effect an adjustment in the final quarter of the year in the 
amount of postage paid. It is known that at least one department which keeps detailed 
_mail records has not paid the full amount of the postage owing. The publications branch 
of this department paid only $60,000 to the Post Office in 1968-69 although its detailed 
| record of outgoing mail showed the proper amount to be over $130,000. In the previous 
_ year this branch had incurred postage costs in excess of $91,000 but had paid only $45,000. 


It is evident that the present procedures are not producing true mailing costs in 
the departments or true revenue figures for the Post Office. If accurate cost and revenue 
figures are to be obtained, it is essential that these procedures be substantially improved 
or replaced. Consideration should also be given to the elimination of the statutory free 
carriage of first class mail in order that the Post Office receive proper credit for all the 
service it provides and that departmental costs include all mailing costs. 


| 147. Purchase and resale of delivery vehicles. For many years the transfer and 
delivery of most of the mail in the Montreal area has been carried out by one private 
contractor. In January 1969 the contractor, who had been beset by labour troubles, 
‘notified the Post Office that he would be unable to perform certain of the services for 
which he had contracted and asked to be relieved of his contractual obligations. The 
-contractor’s operations were then taken under administration by the Post Office. The 
| arrangement was not satisfactory to the union representatives and there were further 
| disruptions of the mail service. Accordingly, the Post Office decided to take over the 
services and on March 3, 1969 purchased the contractor’s fleet of 243 vehicles at the 
appraised value of $331,000. Payment was made from Communications Vote 15—Postal 
Services. At the same time, the Post Office was attempting to interest other contractors 
in this work and succeeded in locating a contractor who was willing to hire the former 
| contractor’s employees and to purchase the entire fleet for the price that the Post Office 
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had paid. The Post Office declared the vehicles surplus to requirements so that they 
could be sold to this contractor. On March 28, 1969, an agreement was entered into to 
sell the fleet for $331,000 with $250,000 to be paid immediately to the Crown Assets 
Disposal Corporation and the balance of $81,000 to be paid on or before March 1, 1970, 
together with interest on the balance at the rate of 12% per annum. 


The effect of these transactions has been that the Post Office appropriation has 
been charged in the year with $331,000, representing the cost of the purchase of the 
vehicles, while the amount of $250,000 received during the year, in respect of the sale 
of the same vehicles, has been included in the revenue of the Department of Supply 
and Services, the Department to which Crown Assets Disposal Corporation remits the 
proceeds of sales of Crown assets. 


Provision is made both in section 97 (now section 57) of the Financial Administration — 
Act and section 5(e) of the Surplus Crown Assets Act, R.S., c.260, whereby a department 
may, with the approval of the Governor in Council, dispose of Crown assets. If submis- 
sions had been made and approved under either of these sections, the $250,000 received | 
during the year on the sale of the vehicles could have been credited to the Post Office 
appropriation, thereby offsetting to that extent the amount that had been charged to the | 
appropriation on: acquisition of the vehicles. | 


148. Allowance to land mail contractors for services not performed. Because of the — 
strike of postal employees during the period July 18 to August 8, 1968, some mail con- 
tractors were prevented from fulfilling the terms of their contracts for the pick-up and | 
delivery of mail. Payments to the contractors for maintaining equipment and staff during | 
the period of the stoppage of the mail service amounted to $283,000 for which no services | 
were rendered. | 


149. Employment by personal service contract. Under section 8 of the Public Service — 
Employment Act, 1966-67, c.71, the Public Service Commission has, with certain excep- | 
tions, the exclusive authority to make appointments to or from within the Public | 
Service of persons for whose appointment there is no authority in or under any other. 
Act of Parliament. Furthermore, section 4 of the Government Contracts Regulations | 
provides that “nothing in these Regulations authorizes the appointment or employment 


of any person as an officer, clerk or employee of Her Majesty”. 


In recent years it has been the practice of the Privy Council Office, with the approval | 
of the Treasury Board, to staff task forces, secretariats, ete., and also to hire some of its/ 
employees by means of personal service contracts, without seeking the exemption which | 
is provided by section 39 of the Public Service Employment Act. | 


These contracts generally stipulate that the contractor is not engaged as an employee’ 
or servant of Her Majesty. There is, however, a master-servant relationship in that. 
the contractor is under supervision and is required to abide by the hours of work and! 
other working conditions of public servants. These characteristics together with the’ 
nature of the work performed indicate that these persons should be appointed under! 
the Act. 
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During 1967-68 and 1968-69 the following have been engaged by the Privy Council 
Office through personal service contracts: 
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The length of service covered by these contracts and renewals thereof varied considerably 
but some 33 persons were employed for one year or longer. 

The personal service contract method of hiring employees circumvents the require- 
ments of the Public Service Employment Act. 


150. Federal land and other assets occupied and used by the Province of Quebec in 
the Montreal-Longueuil area. In our 1967 Report and again in 1968 (paragraph 171) 
reference was made to financial and legal problems encountered by Canada in respect 
of various federal lands and other assets occupied by the Province of Quebec in the 
Montreal-Longueuil area. 


Last year we reported the decision that any negotiations with the Province should 
be preceded by the preparation of a complete inventory of land used by Canada in the 
area, and an assessment of what its future requirements were likely to be; that it was 
also considered essential to know the needs of all federal agencies, such as The St. Law- 
rence Seaway Authority and the Canadian National Railways, and of any claims by 
them against the provincial or municipal governments. We remarked that as all depart- 
ments or agencies with problems in the Montreal-Longueuil area had either not reported 
fully or had made no report for purposes of the Central Real Property Inventory, due 
in some instances to a lack of knowledge of the extent of their holdings, it was evident 
that considerable time might elapse before the basic requirements which were to precede 
negotiations for settlement could be met. 


The inventory is still incomplete. A more recent development, since the close of 
the 1968-69 fiscal year, has been steps, still in process, to meet with provincial officials 
to consider the problems and to arrange for an agenda to review and lay the ground- 
work for negotiations. 


151. Increasing accommodation rental costs. In last year’s Report (paragraph 172) 
we again pointed out that although the Royal Commission on Government Organiza- 
tion recommended that departments and agencies be charged for accommodation and 
real property services rendered to them by the Department of Public Works, this 
recommendation was not among those approved up to that time by the Government. 
We expressed the opinion that costs are likely to be higher than necessary as long as 
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the Department of Public Works must absorb rental costs out of its own parliamentary 
appropriations, while the ultimate choice of accommodation rests with client departments. 


There was no change in this situation during 1968-69 but we are informed that it is 
now intended that the Department of Public Works commence charging for accommo- 
dation on April 1, 1971. To enable departments to make provision for the necessary 
funds in their 1971-72 budgets and program forecasts, they must be provided with basic 
space measurement and rental cost data by March 31, 1970. The Department is now 
working towards this end. At the same tinte it is giving consideration to the principles 
which will underlie the new procedure. Areas of particular concern involve space measure- 
ment and reporting, the determination of rental values, the advisability of having occu- 
pancies covered by agreements similar to leases used in normal commercial practice, and 
the question of whether the entire accommodation program should be financed from 
rental revenue. 


The rental outlay of the Department of Public Works for the year was $34,071,000, 
of which $18,028,000 was for space in the national capital area and $16,048,000 pertained 
to other areas in Canada and abroad. These figures indicate a continuation of the trend 
towards substantially higher costs, as may be seen from the following comparison of rental 
costs for the past four years: 


National 
capital 
area Elsewhere Total 
USO TENT, Ce ae ae pc SORE ee amen $ 7,671,000 $ 5,438,000 $ 13,109,000 
TTS SAY Tete ee ase oss it tego BUN RS CR care ee Sse 10,301,000 6, 847,000 17,148,000 
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A year ago we observed that the increase in costs reflected both higher rates and 
additional space requirements, and that in the Ottawa-Hull area, for instance, the 
3,650,000 square feet of space under lease at March 31, 1967 had risen to 4,725,000 square 
feet by March 31, 1968. The records indicate a comparable figure of approximately 
5,700,000 square feet as at March 31, 1969. 


During the year a number of cases were noted of leased accommodation, obtained by 
the Department of Public Works for various departments and agencies, which was not 
fully utilized. The vacancies were attributed primarily to delays in completing staffing 
arrangements and to changes in space requirements. It was not possible to establish the 
extent to which the vacancies might not have occurred if in all instances the intended 
occupants had been required to meet costs from their own funds. 


152. Proposed rental not adjusted following discovery of space miscalculation. In | 
October 1967 the Department of Public Works obtained Treasury Board approval to 
lease the whole of an older building, which was to be completely refurbished, in the 
downtown area of Ottawa. The Board was informed that the premises would provide | 
29,046 square feet of space, at an annual rental of $130,771 (or an average rate of $4.50 | 
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| per square foot) for a ten-year term. Before a lease was signed, it became apparent to 


the Department that the area involved was only 25,997 square feet. Executive authority 
was then obtained to pay the same rental for the smaller area, which resulted in an aver- 
age rate of $5.03 per square foot. The submission to the Treasury Board stated that “the 
rental structure thus presented, while less attractive than the terms as outlined in our 
original submission, is by no means unrealistic in the long-range view of this Depart- 
ment”. The lease was executed in November 1968. 


Despite the view taken in 1968 that a rental rate averaging $5.03 per square foot was 
not unrealistic in the context of a long-range view, it is of interest that in 1969 a num- 
ber of leases have been entered into involving large areas in new buildings in Ottawa for 
initial terms of ten years at rentals based on a rate of $4.49 per square foot. 


153. Eating facilities for Crown employees in public buildings. In our Reports for the 
past several years (1968, paragraph 173) we have pointed out that eating facilities for 
government employees in public buildings are subsidized to a considerable extent because 
no charge is made by the Department of Public Works for space, fixed kitchen and serv- 
ing counter equipment, tables, chairs, utility costs, etc. We pointed out that the Royal 
Commission on Government Organization had commented that, although it is common 
practice in the private sector to provide meals to employees at less than cost, such subsi- 
dies are carefully costed for purposes of management control, and that, until the Depart- 
ment is in a position to isolate the cost of eating facilities, the extent to which cafeteria 


operations are subsidized cannot be determined and proper management control estab- 


lished. 


There were no significant developments in connection with this matter during the 
year but in September 1969 the Treasury Board announced plans for a comprehensive 
review of policies and practices relating to the provision of eating facilities for Crown 
employees. We understand that a purpose of the review will be to determine the most 
feasible and practical administrative arrangements that will keep costs in line. 


154. Cancellation of Northumberland Strait Crossing project. In 1956 the Province 
of Prince Edward Island asked the Federal Government to examine a proposal for the 
construction of a causeway across Northumberland Strait as an alternative to the existing 
ferry system. During the next several years studies were made which resulted in the 
conclusion that a permanent crossing involving a combination of causeway and bridges 
was feasible. Early in 1962 approval in principle was given to the Department of Public 
Works to proceed with the project, with the stipulation that a combined causeway-tunnel 
crossing to handle only road traffic be investigated. 


Later in 1962 a consortium of consultants was engaged, at an estimated cost of 
$4.7 million, to undertake preliminary engineering investigations, design, preparation of 
tender documents and supervision of construction of the crossing. The initial phase of 
their work was to be directed towards the preparation of a comprehensive report on all 
economically feasible possibilities for the project so that estimates of costs could be pro- 
vided. Their investigations culminated in approval by the Government in July 1965 of 
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construction of a crossing for both rail and highway traffic by means of a combination 
causeway, bridge and tunnel complex, to permit marine traffic in the Strait. The estimate 
of cost at that time was $148 million. Construction was started on approach roads in the 
Province of New Brunswick which would be required for both the subsequent construction 
operations and the crossing. 


In late 1966 it was recognized that because of escalating construction costs, the cost 
of the project could increase to $168 million based on 1966 costs or to $204 million if the ~ 
then current escalation trend of construction costs was to continue to 1972, the expected — 
construction completion date. In addition, engineering supervision was then expected — 
to amount to $13 million. | 


When tenders were received in 1967 for the first phase of the causeway complex it was — 
apparent that, if the spread between estimate and tender were projected to the balance | 
of the project, the total cost would exceed $300 million. This necessitated a complete | 
review, the result being that the Department of Public Works concluded that a fixed - 
crossing for two-lane highway traffic, convertible to four lanes at a future date, could be 
constructed for $213 million. However, the adoption of this scheme would mean that 
ferries would have to continue to provide for rail traffic and that the crossing would be : 
almost entirely a bridge. 


After further consideration the project was cancelled officially in February 1969. In | 
the meantime a substantial number of payments had been made for land required for — 
the approaches to the proposed crossing and work had proceeded under a number of 
contracts for the construction of the approaches for both highway and railway traffic. | 


| 
| 
Costs incurred in connection with the project to March 31, 1969 may be summarized 
as follows: 
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eG OPO 552.) say i 6 hesitanO x Mer kele So a aladatast il pels Gu GTO AULA cai che a 519,000 
WODstTiCUON Ol ADDTOACHOS, os ese oe be eens Rees ce CT eee oe ee erat 4,998,000 
Acquisifion Ofsandies | U8) eo. shih ald Be eS ee oes ee ee ree ee rere meer 422 ,000 
Wiscellancows csi, end dyads wy s'elatsec dub be Gana ae DU ane a 2 eae ane eee eae 188 , 000 
$ 16,944,000 

A termination budget prepared in June 1969 indicates the expectancy that a further | 


$2.3 million will be required to close out the project. The bulk of this relates to the con- 
sulting services. Although the agreement with the consortium was terminated following | 
the decision not to proceed with the crossing, it was estimated that the winding up of | 
their operations would require many weeks. | 


Although the crossing approach constructed in New Brunswick will not be used to | 
any appreciable extent, the facilities in Prince Edward Island will be used to carry traffic | 
to the ferry. The work that can be used has been valued at $1.5 million. 


155. Partial development of port which lacks prospective users, Gros Cacouna, Que. | 
Local representations for a deep water, ice free, year-round port at Gros Cacouna, on the | 
south shore of the St. Lawrence River near Riviére-du-Loup, began in 1956. Supporters 
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of the project contended that it would meet a requirement for the movement of pulpwood 
and other commodities to both foreign and domestic markets, and facilitate the marketing 
of agricultural products in the industrial communities on the north shore of the River. 


Traffic prospects were examined in 1958 and 1959 by two different teams of econo- 
mists and engineers of the Departments of Transport and Public Works. They concluded 
that foreseeable traffic would not warrant a major outlay for public deep water harbour 
facilities, although there might be a case for a harbour providing a depth of 20 feet. 


Preliminary studies were made in 1960 for a 20-foot depth harbour but there was no 
important development before 1964 because negligible traffic offerings resulted in the 
subject being given a low priority from an economic point of view. In March 1964, 
however, the Treasury Board approved the establishment of a deep water, all-purpose 
harbour at Gros Cacouna at an estimated cost of $6,900,000, and in November of that 
year a contract was awarded for the first phase of construction, involving two protecting 
breakwaters and an approach roadway, at a cost of $3,865,000. (A non-productive pay- 
ment of $148,000 in connection with this contract is referred to in paragraph 158 of this 
Report. ) 


By November 1965 the contract for the first phase was more than 50% complete and 
consideration had to be given to the second phase, which was to include navigation 
dredging. It was then estimated that the cost of the overall project might approach $9 
million. As the trade which the harbour might eventually serve had not been established, 

the Department of Public Works faced a serious problem as it was difficult to design and 
schedule the construction of the facilities in a meaningful way. The Department felt that 
it was not in a position to proceed further on its own initiative, so in December 1965 it 
| convened a meeting of representatives of a number of departments to discuss ways and 
means of developing the harbour. 


In January 1966 a grain company expressed an interest in locating at Gros Cacouna, 
_which led to entry by the Department of Transport in April 1967 into a lease with the 
company for the property on which it proposed to erect an elevator. The lease dated from 
| April 1, 1966 for a term of three years at an annual rental of $4,000 with provision for 

renewals for longer periods. The lease also provided that if the company failed to enter 

into a contract for the construction of an elevator before April 1, 1969, it could be 
cancelled by the Department of Transport. The Department took this action in March 
1969 with the knowledge that the grain company did not intend to proceed with the 
| construction of an elevator. 


| In the meantime, a contract for the second phase of the development, for the dredging 


| of the harbour and approach channel, at an estimated cost of $3,739,000, had been entered 
into by the Department of Public Works in January 1967. Prior to taking this step the 
' Department had expressed misgivings to the Department of Transport about the pro- 
| posed agreement with the grain company which it regarded as being in effect “an option 
by the company on a choice area in the harbour for a three-year period at an annual cost 


_ of less than $4,000”. The Department of Public Works suggested that the grain company 


| 
) 
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be required to give an undertaking that it would enter into a contract for the construction, 
or at least the design, of the elevator within a brief period following the award of the 
dredging contract but this suggestion was not acted upon by the Department of Trans- 
port. 

Costs incurred for the Gros Cacouna harbour development to March 31, 1969, with 
some expenses still to be met, may be summarized as follows: 


Construction, Phase I 


WOMECAC TM ee Tei ae es eee Wa eens Te MI ae Meee ate etal Ne er $ 3,967,000 
Consultant mya ec) een Bake ea LNT. 5 ere ees oe soe 133,000 
a NS 4, 100, 0CU 
Construction, Phase II 
Contracts. ered: has cies nace os 1 ene Feed rank eee 4,292,000 
(CONSUL IOs ie Nik ich ay chen oc ee ik eget came aie he cna ee 134,000 
—_——_—___— 4,426,000 
Site purchasesie. . COA Wn AAA Se CE Cp ee ee, ge eee, Jee eee 106 ,000 
Niiseellan couse sie evecare Picnic 7 Sued wei N ie bose Meakccguaks ts eRe haa Ra ee eM ea ae 171,000 
$ 8,803,000 


In September 1969 the Department of Transport responded to further representations 
respecting Gros Cacouna by stating that, as there were no prospective users, it seemed 
inadvisable to spend additional funds for the harbour at this time. 


156. Unused plans for National Defence Headquarters, Ottawa. In 1964 the Depart- 
ment of Public Works engaged a firm of architects to design and prepare working draw-_ 
ings for, and to subsequently supervise the construction of, a headquarters building for 
the Department of National Defence at Ottawa. A fee of $1,524,000, based on an esti- 
mated cost of $33,100,000, was indicated. | 


In 1967, after the architects had produced preliminary drawings and an estimate of | 
$72,400,000 for the structure, the Treasury Board instructed that studies be undertaken - 
with a view to reducing the cost. Following extensive re-planning, a revised estimate of | 
$49,800,000 was made early in 1968. | 


Further consideration led to the decision in February 1969 that the building should | 
conform to a general purpose building concept developed by the Department of Public’ 
Works and that the cost was not to exceed $34 million. As this meant the abandonment | 
of the previous concept, it was evident that all working drawings developed by the. 
architects would have to be discarded and the project redesigned. 


Treasury Board authority was obtained to clear all existing financial obligations to 
the architects before they proceeded further with the work. Based on the estimate of 
$49,800,000 made in 1968, a fee of $2,277,000 would have resulted. The Department of 
Public Works calculated that the architects were entitled to $1,002,000 of this amount as 
their work had progressed to the point where 60% of the working drawings had been, 
completed. In addition they were paid $165,000 for redesign and other services outside 
the basic scope of their contract, and $14,000 for design concept studies of a combined 
garage and commercial development adjacent to the proposed building. Consequently, 
fees amounting to $1,181,000 have been paid in connection with the abandoned concepts. 
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A new fee agreement negotiated with the architects for the general purpose building 
concept, dated August 11, 1969, provides for a lump sum fee of $100,000 for preliminary 
redesign if completed and approved within six months of commencement. If this con- 
dition is met, and on the basis of a construction cost of $34 million, the provision repre- 
sents a saving of $215,000 which can be regarded as the value salvaged from the work 
performed earlier at a cost of $1,181,000. 


157. Additional cost due to construction delays, Ottawa. In 1963 the Department of 
Public Works awarded a contract at a fixed price of $9,843,000 for the construction of 
the Public Archives, National Library Building at Ottawa. The final cost was $12,567,000 
which included $2,253,000 mainly for additional requirements and changes in space and 
design and $471,000, reduced through negotiations from $916,000, in settlement of a 
claim for construction delays. 


The delay claim, mostly paid in 1968-69, stemmed from two basic causes. The first 
was the presence of rock faults. Although the original foundation design was based on 
information obtained from rock borings, the tests were limited because at the time the 
site was almost entirely covered by a frame building erected during World War II. They 
did, however, indicate the presence of minor faults in the rock bed, which led to the 
recommendation that additional borings be taken when excavation had been completed 
down to bed rock. Because these revealed serious rock faults which required further 
investigation and redesign of the foundation, the foundation work had to be stopped. In 
the settlement, agreement was reached on the basis of a delay of six months. 


The second cause for delay was design changes. The building had been designed in 
1957 and after construction was started in 1963 it became apparent that staff increases 
and technological advances in the interim made changes in design desirable. It was agreed 
by the Department that a total delay of two months had been experienced by the con- 
tractor as a result of the work stoppages which resulted. 


Major elements involved in the delay settlement were equipment rentals, increased 
costs for labour and material, extra winter work costs, and job overhead. 


Because of the extent to which they were later required to make changes in the 
original drawings and specifications, which had been largely completed by 1957, the con- 
sulting architects for the project were paid fees of $60,900 in excess of the total fee of 
$726,000 to which they would otherwise have been entitled. 


158. Additional cost due to construction delay, Gros Cacouna, Que. In paragraph 
- 155 of this Report reference is made to the cost of developing a deep water harbour 
at Gros Cacouna. 
In November 1964 a contract was awarded at an estimated cost of $3,865,000, based 
in part on fixed unit rates and estimated quantities, for Phase I of the development. The 
; contract was for the construction of two breakwaters to form an enclosed harbour, a 
causeway, an access road and construction dredging. Although the work was completed in 


a prior year at a cost of $3,815,000, two claims settled for $152,000 during 1968-69 brought 
the final cost to $3,967,000. 
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One of the claims, for $616,000, related to delays in work performance because an 
outcrop of rock, which had not been indicated by the material communicated to the con- 
tractor for use in preparing his tender, was encountered during dredging operations. 
Lengthy negotiations led to a settlement of $143,000 to cover the cost of the delays, it 
being accepted that the difference in soil conditions should be regarded as substantial in 
terms of the general conditions of the contract. 


159. Cost of rectifying heating problem, Ottawa. Paragraph 180 of our 1968 Report 
referred to the construction of a headquarters building in Ottawa for the Department of 
National Health and Welfare at a cost of $7,236,000. Included in that figure were 
amounts totalling $23,500 for additional caulking and insulation to eliminate infiltration — 
and exfiltration of air through the exterior walls, for rebalancing the heating system, and — 
for the provision of additional radiant heating, to correct a heating problem which had | 
given rise to complaints from the occupants of the building. 


Difficulty continued to be experienced in keeping the structure adequately heated : 
during the winter, a consequence being that it became necessary to send some employees | 
home on extremely cold days. During the year the Department of Public Works arranged — 
for remedial measures, largely involving additional sealing, caulking and insulating, at a | 
cost of $36,600. | 


As these steps produced satisfactory results, a contract was entered into for the | 
draft-proofing of the remainder of the building at a cost of $58,900. This brought to 
$119,000 the expenditures made to solve the heating problem. 


160. Cost of plans for project not proceeded with, Ottawa. In 1965 a firm of 
architects was retained by the Department of Public Works, on behalf of the National | 
Research Council of Canada, to plan for and supervise the construction of a structures | 
and materials laboratory at the National Aeronautical Establishment in the vicinity of | 
the Ottawa International Airport. The estimated cost of the structure was in the $2.5 | 
to $3 million range. : 


Later in 1965, on the basis of accepted design work, the architects informed the © 
Department that their estimate of the construction cost was $6,438,000. This was un- — 
acceptable to the National Research Council and the architects were instructed to make © 
plans within the budgetary limitations. They were paid $20,290 for services in connection / 
with the abandoned scheme. 


In October 1966 the architects estimated that a cost of $3,753,000 would be incurred 
under the second scheme, and they were directed to proceed with the preparation of | 
working drawings. However, late in 1967 the National Research Council informed the 
Department of Public Works that it was necessary to defer the project indefinitely be- | 
cause of a shortage of funds. The engagement of the architects was terminated and a final | 
payment to them during 1968-69 brought the total cost of their services in connection 
with the second scheme for the project to $101,200. 


The extent, if any, to which value may be later derived from the planning performed 
at a total cost of over $121,000 cannot be established at this time. 
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161. Unused plans for laboratory facilities, St. John’s, Nfld. In 1966 and 1967, 
architects were engaged by the Department of Public Works to design and prepare 
working drawings and specifications for, and to supervise construction of, (a) a research 
laboratory for the then Department of Forestry and Rural Development, and (b) a 
laboratory for the Fisheries Research Board of Canada, both at St. John’s. The two 
buildings were to be erected on adjacent sites forming part of the north campus of 
Memorial University. 


Following the creation of the Department of Fisheries and Forestry, a review of the 
— construction program for the new Ministry resulted in a decision in November 1968 that, 
_ from both an economic and research programming point of view, laboratory requirements 
- would best be met by having a single complex at St. John’s containing integrated ac- 
commodation for support and common services. Accordingly, the services of the con- 
sultants were terminated, with one of the firms being re-engaged for purposes of the new 
concept. 


A total non-productive cost of $50,200 was incurred as a result of payments to the 
architects for their work under the abandoned schemes. This is a net amount after 
making allowance for a credit of $5,000, the value placed on an element of the original 
planning which can be used in connection with the new integrated project. 


| 162. Additional costs due to construction delays, Cowansville, Que. Reference was 
_ made in our 1968 Report (paragraph 179) to additions to the cost of construction of a 
penal institution at Cowansville, mainly due to delays experienced by the contractor 
_ because of revisions made to plans and specifications as work progressed. 


During 1968-69 the consulting architect who had been retained by the Department 
of Public Works to adapt plans and specifications and supervise construction of the 
institution also received payments resulting from delays. An amount of $30,780 related 
— to the cost of supervision incurred by the consultant for a period of nine months longer 
than originally contemplated. A second amount, $11,430, represented additional fee 
entitlement because the cost of the work had been increased by the delay claim pay- 
ment of $261,000 to the contractor, on which we commented in 1968. 


163. Subsidization of irrigation projects. In paragraph 59 of our 1968 Report we 
_ described the operations of three irrigation projects carried on under the Prairie Farm 
~ Rehabilitation Act, R.S., c.214, with the costs being provided for by annual parliamen- 
| tary appropriations. For each project, details were given of the total capital and 
operating costs and the total revenues and, for each year of a five-year period, costs of 
administration, operation and maintenance were compared with revenues obtained from 
water charges. 


During the year, the Prairie Farm Rehabilitation Administration continued to 
operate the projects and collected revenues at the same rates as in 1967-68 except in the 
case of five of the six irrigation areas in southwest Saskatchewan where the rate was 
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increased by twenty-five cents per irrigable acre. Expenditure and revenue for the year 


ended March 31, 1969 were as follows: 


Irrigation 
areas in 
Bow River St. Mary — southwest 
irrigation irrigation Saskatch- 
project project ewan 
Treigabierackes 2: eee ee Oi Feeds ae. BU oe ts aaa 120,000 300,000 25,000 
Expenditure— 
Administration, operation and maintenance.......... $ 1,164,000 $ 288,000 $ 314,000 
CONStTTUCTIONS yaad. SO ADS Peer he oi beek Th ianes fa) 363 , 000 82,000 — 
1,527,000 370,000 314,000 
Revenue— 
RVI SLCTO RATIOS © suite clea. /" 6 choise be Rane a ae oe ee ee 134,000 78,000 54,000 
ORBOR. acts cote On tad ate ae cae eed Liar lee 191,000 2,000 47,000 
325,000 80,000 101,000 
Excess of expenditure over revenue................00000+ $ 1,202,000 $ 290,000 $ 213,000 


Distribution of the water for the Bow River project and the areas in southwest 
Saskatchewan is made by the Administration whereas water for the St. Mary project is 


sold to the Province of Alberta for distribution. 


164. Inadequate management of motor vehicle operations. With operations scattered 
over the Prairie Provinces, the Prairie Farm Rehabilitation Administration (PFRA) 
operates a large number of motor vehicles of all types. At April 1, 1968 the Admin- 


istration owned 407 vehicles and during the year purchased 73 vehicles and traded in | 


66. The fleet of 94 passenger automobiles logged 1.2 million miles during the year and, 
in addition, employees were paid for 1.9 million miles of travel in their personally- 
owned automobiles. 


Some of the automobiles operated by the Administration travelled relatively few 
miles during the year. One 1967 station wagon was not used at all from May 1968 to 
March 1969 and a new 1968 sedan delivered in June 1968 was idle until October 1968. 
Some of the Administration’s automobiles at certain locations had travelled fewer miles 


in a year than had employees’ privately-owned automobiles travelling out of the same > 


locations and for which mileage allowances were paid. 


These matters were discussed with management and we were informed that a 
motor vehicle study had recently been completed by the Administration and the resulting 
recommendations were being considered. 


The study found a need for improved management of vehicle transportation and 
control of related expenditures. Some of the findings were: 


1. The vehicle management function is decentralized to such a degree that effective control 
is difficult. 
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2. No documented policy or procedure statements exist to detail the method of obtaining 
an assigned vehicle, to establish criteria for such an assignment, to allocate vehicles to 
pools, or to establish the optimum number of vehicles in the pool. A variable, informal 
and unco-ordinated procedure is followed to locate and transfer spare vehicles between 
responsibility centres. No assessment is made to determine if a vehicle could be made 
available from the existing fleet before purchasing a new one. 


3. Computer reports of operating costs are designed solely for the needs of the Government 
Motor Vehicle Committee and the Treasury Board, and are unsuited to Administration 
requirements. These reports are prepared in Ottawa once a year and are received by 
the Administration four to six months later. Without timely vehicle cost data, effective 
decisions cannot be taken. In an attempt to overcome this deficiency, a number of 
internal, localized costing systems are operated but with questionable accuracy. 

4. Little control is exercised over the number of private vehicles used, the miles driven, 
or the availability of government vehicles as alternative transportation. 

5. Truck-type vehicle operations were outside the scope of the project study. Random 
checks indicate that an analysis of the use of trucks and special-type vehicles would 
be profitable. 


Because the findings of the motor vehicle study may have implications for other 
large government fleet operations and in view of the substantial increases in the private 
motor car mileage allowances that went into effect in June 1969, we believe that there 
is a demonstrated need for the Treasury Board to initiate studies into all aspects of 
motor vehicle management, including the use of personal automobiles, and to provide 
a more positive method of control than is possible under the present reporting system. 


165. Alterations to a public building, Regina, Sask. In 1967 the Department of 
Public Works allotted additional space in a public building in Regina to the Prairie 
Farm Rehabilitation Administration. Alterations and renovations were required on 
several floors of the building but, as the Department had not provided any funds for 
this, the Administration undertook to do the work with its own forces and to charge 
the cost to its own program. The work was completed in the period December 1967 to 
June 1968 at a cost of $74,000. The Administration also bore costs of $6,000 in renovating 
offices in a privately-owned building to permit a government unit to move from the 
public building. 


This represents an improper use by the Administration of manpower, materials and 
funds in an area which is clearly the responsibility of the Department of Public Works. 


166. Continued upkeep of facilities by the Maritime Marshland Rehabilitation 
Administration. In our past three Reports (paragraph 96 in 1968) we referred to the 
substantial costs incurred under agreements entered into in 1949 with the Provinces of 
New Brunswick and Nova Scotia, pursuant to the Maritime Marshland Rehabilitation 
Act, R.S., c.175. We stated that although the provisions of the Act indicated that Parlia- 
ment had intended the Provinces to assume responsibility for operation and maintenance 
of the works without undue delay upon completion, neither Province had been required 
to do so. Instead, arrangements had been made for Canada to continue meeting the 
upkeep costs until March 31, 1970. 
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During 1968-69, $285,000 was expended for administration, operation and main- 
tenance, and $1,207,000 for construction of works, charged to Votes 1 and 5 of the 
Department of Regional Development. This brought the total expenditure on these 
facilities to $26,517,000 from their inception to March 31, 1969. 


We have been informed that as at March 31, 1969 the Province of Nova Scotia had 
assumed operational, but not financial, responsibility for 74 of 87 projects and the 
Province of New Brunswick for 88 of 39 projects. 


167. Payment in advance of fulfilment of contract terms. In February 1967 the 
then Department of Forestry and Rural Development entered into a contract for the 
purchase of a drum scanning unit to be designed and manufactured to meet specifica- 
tions of the Department, and the development of programming systems to process 
data from the scanning unit and other related sources. The equipment and services 
were required for purposes of the Canada Land Inventory, a project under the Agri- 
cultural and Rural Development Act (ARDA), 1960-61, c.30. (See also paragraph 180 
of this Report.) 


The contract provided for the payment of $150,000 within 30 days following accept- 
ance of the scanning unit by the Department. In the belief that acceptance of the unit 
was imminent, a cheque in the amount of $185,000 was prepared early in April 1968 
to cover its cost and additional programming expenses of $35,000, the charge being to 
1967-68 funds. However, the expectation was not realized and the cheque was not 
released, although the charge to the year was allowed to stand. 


In November 1968 the cheque was tendered to the contractor on the understanding 
that the acceptance criteria would be met by the end of the following month. Although 
the scanner is in working order and meets most operational requirements of the De- 
partment of Regional Economic Expansion, it is still not completely acceptable. The 
errors made in connection with the transaction are ascribed by the Department to in- 
adequate knowledge of government procedures on the part of those involved. 


168. Financing of the Cape Breton Development Corporation. The Cape Breton 
Development Corporation was established on October 1, 1967 by the Cape Breton 
Development Corporation Act, 1967-68, c.6, for the purpose of broadening the base of 
the economy of Cape Breton Island. In meeting its responsibilities the Corporation is 
to promote and assist the financing and development of industry on the Island to 
provide employment outside the coal producing industry. Related steps are the acquisi- 
tion of the interests of the major coal producer in the Sydney coalfield and reorganiza- 
tion and operation of the mines with a view to the rationalization of their coal produc- 
tion. This in turn is to be followed by the progressive withdrawal of the Corporation 
from such production in accordance with a plan which is to take into account progress 
in providing employment outside the coal producing industry. 


The Act makes provision for the payment of working capital advances and capital 
and operating grants to the Corporation by the Minister of Finance on the requisition 
of the Corporation and the Minister of Regional Economic Expansion. In addition, 
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funds for operating purposes have been paid to the Corporation under parliamentary 
appropriations. At March 31, 1969 the Corporation was indebted to Canada in the 
amount of $10 million for working capital advances. Payments other than working 
capital advances during the year were: 


Statutory grants: 


LES CO ec cha pA Ae Mpng edan Mr TO ge nce lal Uk Ble MPMI Mi CER ee Raine Ap boda $ 10,407,000 
SPOOL ATION ROSCG NS 8 RUN nen et ees Gta bts. ete eC Cyge  b x wee 1,671,000 
12,078,000 


Department of Regional Development appropriations: 


Vote 35. Amount to be applied in payment of 1968 operating losses of coal mining 
and related works and undertakings, and grants in lieu of taxes to municipalities 17,100,000 


Vote 40. Payments in respect of the rationalization and operation of the McBean 
PETES Cine Fe OF AT CE RL ae I dt NNT Oe eh i Be fa etre) 930,000 
18,030,000 


$ 30,108,000 


On March 28, 1968, under authority of section 9 of the Act, the Corporation ac- 
quired lands and personal property located on Cape Breton Island, and interests in land 
and personal property located under adjacent waters that constituted or formed part 
of the works and undertakings operated or carried on by Dominion Coal Company, 
Limited, Nova Scotia Steel and Coal Company, Limited, The Dominion Rolling Stock 
Company Limited, Sydney and Louisburg Railway Company, The Scotia Rolling Stock 
Company Limited and The Cumberland Railway Company. As is shown in the notes 
which form an integral part of the financial statements of the Corporation’s Coal Divi- 

_ sion for the year ended December 31, 1968, the cost of acquisition, if any, to be paid 
| by the Minister of Finance out of the Consolidated Revenue Fund, under authority of 
section 19 of the Act, has not yet been determined and no payments have been made. 


: A firm of chartered accountants appointed by the Governor in Council is the auditor 
_ of the Corporation. 


| 169. Joint auditing arrangements with respect to provincial corporations financed 

from federal funds. Reference has been made in previous Reports (paragraph 115 in 
_ 1968) to the appointment of the Auditor General of Canada as joint auditor with various 
_ public accounting firms of provincial corporations formed to facilitate and promote 
research into the utilization and development of manpower resources. Costs of these 
corporations, which are incorporated under provincial legislation, are borne by Canada. 


Se 


By agreement with the individual public accounting firms, the detailed examinations 
| of the corporations are made by their staffs, with the Auditor General satisfying himself 
| as to the adequacy and scope of the audit programs, reviewing the results of the exam- 
inations with the joint auditors and participating in the preparation of and the reporting 
on the financial statements at the close of the year. Under these arrangements the ac- 
counts and financial statements of Prince Edward Island NewStart Inc., Nova Scotia 
NewStart Inc., Saskatchewan NewStart Inc. and Alberta NewStart Inc. were examined 
and reported upon to the close of their fiscal years. In the case of Nova Scotia NewStart 
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Inc. and Alberta NewStart Inc., the examinations covered the year ended December 31, 
1968, while the examinations of Prince Edward Island NewStart Inc. and Saskatchewan 
NewStart Inc. covered the 15-month period ended March 31, 1969. 


During the periods examined Canada made available to the Corporations grants 
totalling $3,375,000. The Corporations had other income of $110,000 comprising mainly 
interest earnings on bank deposits and short-term investments. The Corporations spent 
approximately $2,400,000 for operating costs and $800,000 for land and buildings, auto- 
motive equipment, office furniture and equipment, training equipment and leasehold 
improvements. 


The joint auditors’ report on Saskatchewan NewStart Inc. drew attention to non- 
interest-bearing loans totalling $12,200 to employees for the purchase of houses and an 
aeroplane, of which $2,850 was outstanding at the year-end. According to legal advice 
subsequently obtained by the Corporation, it had not been given power to make such 
loans. 


The attention of the Department of Forestry and Rural Development (now Regional 
Economic Expansion) was drawn to the large amounts of cash being made available to 
the Corporations prior to actual need. At the close of their fiscal periods a total of about 
$750,000 was held by the four Corporations, either in the bank or in short-term invest- 
ments. The Department agreed that it would be better financial practice to advance 
funds to each Corporation according to its cash requirements and a system of providing 
for periodic advances of funds in line with requirements was introduced. 


170. Excessive charges for the supply of water to penitentiary, Cowansville, Que. 


In 1962 the Town of Cowansville agreed in principle to supply water to a penitentiary 
that was to be constructed in the vicinity and, for this purpose, to install at its own 
expense a ten-inch water main capable of delivering 300,000 gallons a day. The esti- 
mated cost of the main was $65,000. The Town advised the Department of Public 
Works, which was responsible for negotiating an agreement, that the charge for the 


water would be 25 cents per 1,000 gallons, with a minimum charge of $50 per day. The © 
Department accepted the terms in principle but suggested that the minimum, which — 


represented a daily usage of 200,000 gallons, not apply until construction of the peni- | 


tentiary was completed. The Canadian Penitentiary Service agreed to the rate structure — 
of 25 cents per 1,000 gallons but not to any definite term during which the rate would — 
remain in force nor to the minimum daily charge. An agreement covering the arrange-_ 


ments was drawn up by the Town but it was not signed by the Penitentiary Service 
when questions arose as to the quality of the water being supplied. 


For the period fromthe takeover of the institution, March 17, 1966, to March 31, 


1969 the Penitentiary Service paid to the Town $55,550 for water based on the minimum — 


charge of $50 per day, although consumption ranged from only 50,000 to 75,000 gal- — 
lons per day in the summer months and from 30,000 to 50,000 gallons per day in the | 


winter. The Town refused to renegotiate the terms for supplying water even though © 
on a maximum consumption basis the amount payable in the summer would be only | 
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$18.75 per day and in the winter $12.50 per day, and the rate established by by-law 
for residential and institutional users was 18 cents per 1,000 gallons. Furthermore, 
according to a legal opinion obtained by the Department of Public Works, no legally 
binding commitment to the Town had been made by the Crown. The Town contended 
that it had borrowed about $750,000 for the improvement of the water supply, includ- 
ing the construction of an artificial lake, and that a factor in the financing arrangements 
was the yearly amount of $18,250 ($50 daily for 365 days) that the Town would receive 
from the Federal Government, commencing as soon as the water main was completed 
and water supply began. In May 1969 the Treasury Board approved entry into an 
agreement with the Town for the supply of water for a ten-year period commencing 
April 1, 1964, the date of completion of the water main, under the minimum charge 
conditions demanded by the Town. 


The amount being paid for water at the institution is high both in relation to charges 
to other users and to consumption. Furthermore, the Penitentiary Service has found it 
necessary to install a chlorinator unit at a cost of $8,300 due to the presence of duck 
excreta in the water. 


171. Subsidized rental accommodation, Drumheller, Alta. To meet a shortage of 
suitable housing accommodation at reasonable cost for the staff of a new penitentiary 
being constructed three miles from the City of Drumheller, the Department of Public 
Works was authorized by the Treasury Board in May 1967 to enter into a leasing agree- 
ment with a contractor for 20 single houses and 30 apartment suites, which the con- 
tractor undertook to construct for the use of Canadian Penitentiary Service employees. 
The term of the lease is ten years with options to renew for two five-year periods. The 
Penitentiary Service pays an annual rent of $92,000 for the accommodation, the monthly 
rents ranging from $174 to $185 for the houses and $105 to $150 for the apartments. 
Penitentiary employees occupying the houses and apartments are charged monthly rents 


considerably below these rates, based on the lower of either a percentage of salary 
(20% for houses and 25% for apartments) or the rates recommended by the Central 
Mortgage and Housing Corporation for the accommodation. In June 1967 the Treasury 
Board approved payments of rental subsidies by the Penitentiary Service for the dif- 


ference between the rent paid the contractor and that recovered from employees, at an 
estimated cost of $40,000 per annum. 


| 


I 
| 


Before deciding on the leasing arrangement and the subsidization of rents, a survey 


was made of housing available in Drumheller to determine whether there would likely 
| be sufficient suitable accommodation at reasonable cost for penitentiary employees at 
the time required. A considerable number of new houses were under construction for 


sale in the $16,000 to $18,000 price range requiring monthly payments of between 


$120 and $1385 for principal, interest and taxes, and it was understood that an individual 
was commencing construction of a 32-suite apartment block. However, the payments 


_on these houses and the probable rents for the apartments were in excess of the amounts 


| 


that many penitentiary employees were able or willing to pay. Since about 60% of the 
cee eu aary staff would be new employees recruited from outside Drumheller and not 


120 REPORT OF THE AUDITOR GENERAL — 1969 


interested in buying a house until they were sure they had a permanent job and wanted 
to stay, the availability of houses for sale did not appear to be the solution for most 
of the staff. 


As it appeared that all the housing requirements of the penitentiary employees 
would not be met by reliance on the open market, the Penitentiary Service concluded 
that subsidization in some form would be needed. Consideration was given to the con- 
struction or purchase of permanent or temporary housing but this was dismissed as 
undesirable mainly because it ran counter to the Penitentiary Service’s policy of dis- 
posing of Crown-owned staff houses and vacating the housing field and would result 
in subsidization of rents over the life of the housing. It was decided that it would be 
preferable to provide subsidization over a limited period by contracting for accommoda- 
tion on a build-lease basis, despite the realization that the proposed accommodation 
would be equivalent to or better than most in Drumheller and that there would be 
little incentive for penitentiary staff to vacate such accommodation if subsidized. 


The new penitentiary, which has an authorized establishment of 220, opened with 
a staff of 1388 on August 16, 1967 when. the first inmates were received. By November 
1969 the staff had grown to 172. 


From the dates the accommodation became available for occupancy (houses on 
December 15, 1967 and apartments on March 15, 1968) to March 31, 1969, rent under | 


the lease totalled $106,000, of which $44,000 was recovered from the employee-occupants, | 
leaving $62,000 as the amount of subsidization by the Canadian Penitentiary Service. — 
The subsidization to March 31, 1969 would have been approximately $15,000 less if 13 ) 
of the apartments, which had remained vacant since they became available, had been 


occupied by penitentiary staff. 


172. Work performed by inmates for penitentiary officers. The Royal Commission 
on Government Organization expressed the view that where services are provided to an 


individual or business they should be charged for at rates designed to effect complete | 
recovery of costs, unless the Governor in Council otherwise directs. In light of this, — 


reference is made to a long-standing practice of the Canadian Penitentiary Service of 


permitting officers to have articles for their own use manufactured or repaired in the peni- | 
tentiary shops. The officers are charged the laid-down cost of materials plus a handling 
charge of 10% and five cents per hour for inmate labour. These minimal rates have 
resulted in such charges, including material costs, as $16.76 for a suit, $1.77 for automo- | 


bile transmission repairs and $1.76 for the relining of brakes. 


The rates being charged were established by penitentiary regulations in 1938, at | 
which time inmates earned five cents per day. Since that time the amount that an 


inmate of a penitentiary can earn has risen substantially and now ranges from 35 to 65 


cents per day. We advised the Penitentiary Service in 1964 that the amount being | 
charged for officers’ custom work merited review and we were informed that this was — 
being done. Recent examinations have shown, however, that there has been no change | 
in the price structure although since 1961 the amount being charged for inmate labour > 


has not been sufficient to even recoup the amount being paid to them. 


— 
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173. Disposal of surplus forging facility. In our 1968 Report (paragraph 80) we 
described the problems delaying the disposal of a forging facility which the Crown had 
acquired at a cost of about $3.6 million. The facility comprised a 7,000-ton forging press 
and associated equipment, a building which houses the press and equipment, and the 
land on which the building was erected. 


In January 1969 the Department of Supply and Services, with the approval of the 
Treasury Board, entered into an agreement with the company within whose premises 
the facility is located, to sell it to the company for the nominal consideration of two 
dollars. 


A condition of the sale was that, should the company abandon operation of the 
facility within five years, it shall be offered for sale by open tender, with the purchaser 
required to remove it from its present site. In this event the Crown is to receive the net 
proceeds of sale decreased by 20% for each full year which has elapsed from the date 
of transfer to the date of abandonment. A further condition was that should the com- 
pany decide to sell the facility, it shall first be offered to the Province of Nova Scotia 
for one dollar. 


In the two years and ten months from March 1966, when the facility became sur- 
plus to requirements, to January 1969, when it was transferred to the company, the 
cost to the Crown for maintenance was about $145,000. 


174. Unauthorized use of the Defence Production Revolving Fund. In previous 
Reports (paragraph 82 in 1968) we drew attention to the improper practice of using 
the Defence Production Revolving Fund to finance the loan portion of the cost of 
purchasing machinery under the Defence Industry Modernization Program. Advances 
aggregating $10.4 million had been made for this purpose to March 31, 1967. 


_ Although the practice was discontinued in 1967-68, the Fund has not yet been 
reimbursed for the unauthorized advances. However, repayments totalling $4.2 million 
have reduced the balance to $6.2 million at March 31, 1969, as compared with $8.5 
million at the previous year-end. 


175. Shared costs under a research contract not verified. In our 1968 Report (para- 
graph 84) we noted that the Audit Services Bureau of the Department of Supply 
and Services had reported that it was unable to verify a claim of $49,000 for the Crown’s 
share of the costs of a shared-cost research contract because the company which had 
done the work was unable to produce supporting accounting records relating to the 
period from inception of the work to January 1965, by which time the contract was 
77% complete. The Bureau went even further and stated that if such records were 
available, an opinion on total costs could not be expressed because of the inadequacy 
of the internal control during the years 1962, 1963 and 1964. The Bureau had concluded 
that the audit of the remaining 23% of the contract would not be worthwhile. 


Further action by the Department of Supply and Services resulted in the company 
advising the Department in October 1969 that it had located and assembled documents 
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which it believed would be sufficient for audit purposes. Accordingly the Bureau has 
been requested to make another attempt to audit the contract. 


176. Potential losses on Queen’s Printer’s publications held for sale. The Queen’s 
Printer’s bulk publications store supplies the six Canadian Government bookshops located 
in the larger Canadian cities and is a source of supply for commercial bookshops. It 
contains about 50,000 titles and the stock on hand at March 31, 1969 was valued at 
about $7 million retail. 


In our 1968 Report (paragraph 165) we referred to the need for effective planning 
and pricing controls in the printing of government publications for sale or free distri- 
bution and described five instances where losses had resulted. The following are examples 
of the over-estimating of sales potential leading to excessive stocks on hand. These indi- 
cate the need to have procedures available for the timely introduction of promotional 
campaigns and price adjustments designed to recover the maximum amount from the 
sale of the publications and to keep storage costs at a minimum. The quantities shown 
do not include copies on hand in government bookshops. 


1. Some 13,000 copies of The Queen’s Choice (A Story of Canada’s Capital) were printed 
for sale in 1961. At March 31, 1969 there remained 5,433 copies with a retail value 
of $42,000. Since November 1967, only 473 copies have been ordered by sales outlets. 
The retail price of this book was increased from $6.00 to $7.75 in 1963. 


2. The publication Fishes of the Atlantic Coast of Canada was printed in January 1967. 
Of the 4,800 copies printed, 3,705 remained on hand at March 31, 1969, with a retail 
value of $31,000. Current shipments to sales outlets are averaging only 30 copies a 
month. 


3. The publication Rideau Hall, An Illustrated History of Government House, Ottawa 
became available for sale in June 1967 with a press run of 8,000 copies and a sales 
price of $12 a copy. At March 31, 1969 some 7,000 remained unsold. 


4. The Canada Law Reports are periodicals covering proceedings of the Supreme and 
Exchequer Courts. Individual copies are priced for sale at $1. However, the majority 
of sales are by subscription at an annual rate of $10 for Law Societies and $15 for 
others. Prior to 1968 the subscription rate for Law Societies was $5 and in our 1967 
Report attention was drawn to the losses resulting from a rate which did not cover 
the cost of printing. When the rate was increased some of the Law Societies did not 
renew subscriptions for their members but for some months the Reports continued to 
be printed in the quantities originally estimated for the year. As a result of the decline 
in paid subscriptions, some 73,000 copies of the Reports remained on hand at March 31, 
1969, the majority being for the 1968 subscription year. There is little demand for back 
numbers. 

5. The National Museums of Canada publication Flora of Manitoba is a 600-page volume 
which was printed .in 1957. The number of copies printed is not known but a 1965 
record of a physical count shows 1,283 copies on hand. At March 31, 1969 some 1,150 
copies, priced at $6.50 each, remained in the bulk store. 

6. During 1965 and 1966 stocks of photographic slides with such titles as Egypt, Paintings 
from Tombs and Temples and Toulouse Lautrec were purchased from European sources. 
At March 31, 1969, 8,913 sets of slides with a retail value of $38,000 were on hand. 
Since November 1967, only 161 sets have been requisitioned by sales outlets. 
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7. In 1967, 1,600 sets of slides, Canada’s Parliament, were purchased for sale in the Parlia- 
ment Buildings. Some 1,500 sets having a retail value of $9,000 remained on hand at 
March 31, 1969. 


In last year’s Report (paragraph 308) we commented on the substantial stock of 


National Gallery painting reproductions on hand in the bulk store, valued in excess 


of $200,000 retail, and estimated to be sufficient to meet sales requirements for the 


next ten years. No accurate record of 1968-69 sales is available, but the inventory 


records showed that most of this stock remained unsold at the year-end. The Queen’s 
Printer substantially reduced the prices of overstocked reproduction titles in the final 
months of 1968-69 and has reported increased shipments to sales outlets since April 1, 
1969. 


177. Public Printing and Stationery revolving fund. In our 1968 Report (para- 


graph 167) we drew attention to this revolving fund which is used to pay for the 


printing of publications by commercial printers. We pointed out that a payment from 
the revolving fund is closely followed by reimbursement from the ordering department 
and suggested that this duplication of the paying process could be eliminated if sup- 
pliers’ invoices, after being approved by the Queen’s Printer, were paid directly from 
departmental appropriations instead of from the revolving fund, thereby reducing the 
administrative costs. There has been no change in the operation of the revolving fund. 


178. Errors in salary payments by the Central Pay Office. The Department of 
Supply and Services is responsible for the verification of pertinent data in personnel 
documentation and the compilation and calculation of the pay of the majority of 
federal public servants. Some 160,000 persons are paid through the Department’s 
Central Pay Office in Ottawa and some 80,000 by various other paying offices of the 
Department. 


Our test examinations at the Central Pay Office have until recently indicated that 
the systems and procedures in use have been operating in a satisfactory manner. How- 
ever, with the advent of collective bargaining and the resulting increase in the work- 
load of the Central Pay Office, the error rate in implementing the tremendous number 
of retroactive salary revisions rose to an unacceptable level. The Pay Office has been 
unable to cope with the increased workload and a heavy backlog has developed, which 
in itself added further to the workload because of implementing paylist changes retro- 
actively instead of currently. 


The increased workload will probably continue and it seems essential that the 
development of the more automated system, which is now being planned, be speeded 
up in order to take advantage of the full potential of computer techniques as soon as 
possible. 


We understand that the introduction of an internal audit completely divorced 
from the Pay Office routine is under consideration. In view of the situation presently 
existing, this internal audit should be introduced without delay. 
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179. Errors in Public Service Superannuation Account pension and contribution 
calculations. In our Reports to the House for the past eight years (paragraph 91 in 1968) 
we have pointed out that our annual test audit of the superannuation accounts has 
disclosed a high incidence of error in the pension and contribution calculations. Since 
1959 we have been recommending that the Superannuation Branch, when determining 
annuities to be paid, should verify contributions made in relation to salary earned and 
documents on file. This procedure would lead to the correction of errors made during 
the period of service and reduce the possibility of error in calculating the annuity. 


In several of its reports the Public Accounts Committee has recorded its concern 
that this matter was taking so long to be corrected. In June 1966 the Deputy Minister 
of Services appeared before the Committee and its Seventh Report 1966-67 noted that 
“immediate steps were being taken to provide that the internal auditing procedures of 


the Superannuation Branch include an examination of the employee’s contributions | 


in relation to his salary and the documents on file along the lines recommended by the 
Auditor General”. The Committee also recorded its understanding that “the introduc- 
tion of this particular check should eliminate the majority of the errors’ and requested 
the Auditor General to continue to keep it fully informed on this matter. (See Appendix 
1, item 8.) 


The procedures designed to correct the situation had not been effectively imple- 
mented and the incidence of error disclosed by our 1968-69 test audit was higher than 
in 1967-68. The procedures did not achieve the desired results primarily because the 
salary, service and contributions information relied upon in carrying out the verifica- 
tion includes estimated figures. A computer program introduced on April 1, 1969 now 
identifies differences between subsequent payments and the related estimates so that 
necessary adjustments can be made. 


180. Misleading text of vote. Supply and Services Vote 16b, 1968-69, reads: 


Reimbursement of the Central Data Processing Service Bureau Working Capital 
Advance for a portion of the Bureau’s operating loss incurred during fiscal year 1967-68 
and to authorize the transfer of $128,599 from Supply and Services Vote 5, Appropriation 
Act No. 4, 1968 for the purposes of this Vote. 


In 1967-68 the Central Data Processing Service Bureau was requested to reserve 
some 1,039 hours of computer time in large blocks for data processing during the period 
September 1967 to March 1968 in respect of a project under the Agricultural and Rural 
Development Act (ARDA), 1960-61, c.30, relating to the Canada Land Inventory. (See 
also paragraph 167 of this Report.) The workload of the Bureau’s only computer was 
then near maximum capacity so, because of this request and other lesser demands, the 
Bureau rented a second computer. However, less than one-half the time requested for 
this project was used so that the Bureau lost $128,600 in potential revenue. This appro- 
priation was obtained to reimburse the Bureau for the lost revenue. 


In our opinion, the wording of the Vote is misleading in that it omits relevant facts 
and states that the Bureau incurred an operating loss in 1967-68. In fact, the Bureau 


| 
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realized an operating profit of $2,411 in 1967-68 over and above the $128,600 provided 
by the Vote. Furthermore, as the only reason for obtaining a special appropriation in 
this way is to avoid the necessity of increasing the Bureau’s charges for work sub- 
sequently done for other departments, this appropriation should have been requested 
under Regional Development so that the cost would be included with other costs 
incurred under the Act. 


181. Accounting for revenue. Transport Vote 30, which provided for administration, 
operation and maintenance costs of Air Services, also authorized the spending of revenue 
up to an amount of $38,741,000. 


At major airports the Department operates public car parking lots which are 
managed by agents who are under contract. Although there are differences in the bases 
of compensation for these services, most contracts provide for the payment of actual 
labour costs, within specified limits, plus a management fee. Revenue from these opera- 
tions is deposited intact to the credit of the Receiver General while operating expenses 
and the management fee are paid by cheque drawn on the Receiver General. 


The accounting procedures followed with respect to the revenue and expenditure 
arising from these operations include the temporary accumulation of the revenue in 
suspense accounts. During the year the remuneration of $519,000 paid to the agents at 
nine airports was recorded as a charge to these accounts. The same procedure was fol- 
lowed with respect to an outlay of $34,000 at one airport for parking lot equipment and 
modifications to the associated office building. In the same manner a fee of $46,000 for 
the management and operation of roomette and conference room facilities at another 
airport was met from rental income. 


The result of these costs being charged to the suspense accounts, to which associated 
revenue had been credited, instead of being included in the expenditure totals was that 
the expenditure for the year was understated and the year’s revenue total was also 
understated because it reflected only the net revenue after the expenses referred to had 
been deducted. This accounting procedure cannot be considered as satisfactory as it not 
only resulted in the understatement of both the year’s revenue and expenditure but also 
permitted the spending authority to be exceeded without this being apparent. If the 
revenue and expenditure had been recorded on a gross rather than a net basis, the 
expenditure from Vote 30 would be shown as exceeding by $13,000 the amount made 
available by appropriation. 


182. Deferment of legislation intended to meet recommendation of the Public 
Accounts Committee. In our 1965 Report we referred to the cost incurred by the Crown 
in removing the threat to waterfowl, marine life and coastal property caused by the 
presence of a sunken oil-laden barge in Howe Sound, B.C. We stated that it was our 
understanding that consideration was being given by the Department of Transport to 
recommending legislation to place the financial responsibility on the owners for the 
removal of a wreck or its cargo in such circumstances. 
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In its Eighth Report 1966-67 the Public Accounts Committee recommended that 
the Department take immediate steps to introduce the necessary legislation. Last year 
(paragraph 5) we reported that legislation then before Parliament would, if passed, 
implement this recommendation. The reference was to a provision in Bill S-23, An Act 
to amend the Canada Shipping Act, which was introduced in the Senate in December 
1968. 

In January 1969 the Senate referred the Bill to its Standing Committee on 
Transport and Communications. Strong representations were made to the Committee 
by shipping interests, recommending that action on a clause intended to meet 
the recommendation of the Public Accounts Committee be deferred, pending the out- 
come of deliberations by an intergovernmental organization which were expected to 
result in international agreement on the subject in November 1969. As a result, in 
March 1969, the Senate Committee deleted the provision from the Bill. A representative 
of the Minister of Transport informed the Senate Committee that the Department 
regarded this action as merely a deferment of the provision and not its final rejection. 


International agreement was not reached on this particular matter and we under- 
stand the Department will again be recommending legislation with respect to financial 
responsibility for the removal of a wreck or its cargo which is a threat to waterfowl, 
marine life or coastal property. (See Appendix 1, item 28.) 


183. Indirect subsidy for replacement of municipally-owned ferry vessel, Prince 
Rupert, B.C. In 1962 the Department of Transport was authorized to enter into an 
agreement, effective August 16, 1961, with the City of Prince Rupert, under which the 
City would operate a departmental vessel to provide a ferry service for departmental 
employees between the City and the airport on nearby Digby Island. This agreement 
has since been extended for successive two-year terms. 


Initially the agreement provided for payments at the rate of $12,000 per annum 
to the City. However, it was agreed that if in any year the operation of the departmental 
vessel, and one owned and operated by the City in the same service, jointly produced 
a surplus, the City was to pay the surplus, up to the amount of $12,000, to the Depart- 
ment. The City agreed to provide annually a financial statement prepared by an inde- 
pendent auditor relating to the operation of the two vessels. Effective August 16, 1965 
the payments to the City were increased to $26,000 per annum and the recapture clause 
was amended accordingly. 


The requirement with respect to the provision of a financial statement annually 
has not been met. However, in 1968 the City produced statements certified by a civic 
official covering the period August 16, 1961 to December 31, 1967, showing that there 
had been an operating loss for each year to December 31, 1965. In 1966 there was a 
surplus of $59,200, while 1967 operations had also produced a surplus, subject to final 
audit, of $23,300. 

Although the City is thus obligated under the agreement to repay to the Depart- 
ment an amount of $49,300 from the surpluses of 1966 and 1967, it transferred 
both surpluses to a reserve for the replacement of the municipally-owned ferry. Further- 


SS 
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more, the City intends to transfer to the reserve the surplus for the period January 1, 
1968-May 31, 1969, which is expected to exceed the $36,800 received from the Depart- 


ment for that period. 


The Department’s view is that its payments need not be recouped because they 
are less than it would cost it to operate its ferry and to pay for the transportation of 
vehicles and personnel on the City’s ferry, for which no charge is now being made. 
Nevertheless, an amount of $86,100 is owing to the Department and retention of this 
amount by the City for the purpose intended constitutes a grant in aid which, if it is 


_ to be allowed to stand, requires parliamentary sanction. 


184. Provision of navigational aids without charge to users. In our 1968 Report 


_ (paragraph 189) we pointed out that in 1958 the Treasury Board directed the Depart- 


ment of Transport to review the policy of providing, as a public service without charge, 
new navigational aids for both marine and civil air operations and to give consideration 
to the possibility and desirability of introducing user charges for such services. Although 
during the next four years the Board asked about the progress of the study on more than 
one occasion, the matter did not appear to have been pressed since 1962 whenever ap- 


| proval was sought for extensions to navigational aids. 


Government policy based on a recommendation of the Royal Commission on Gov- 


ernment Organization is that 


it should be departmental policy wherever economically and administratively feasible to 
charge for all goods supplied or services rendered to the public, including those now 
supplied free, unless there are provisions for specific exemption. 


We suggested that if the Department does not regard it as feasible to introduce user 
charges for electronic navigational aids services, the earlier Executive interest in the 
subject should lead the Department to seek specific exemption from the application, of 


_ the general policy. 


There was no change in the situation in 1968-69 but the whole question of user 


| charges for aids to navigation is being studied by Treasury Board officials. We under- 
_ stand that, on the marine side, any decision regarding such charges must await the 
_ findings of the study and a determination as to how Canadian harbours are likely to 


be administered during the coming years. On the civil aviation side, a number of factors 
are regarded as preventing the early imposition of user charges, one of which is the 
fact that a study is being made by the International Civil Aviation Organization on 
the economics of air route facilities and the possible establishment of international 
standards for levying fees. 


185. Scale of fees, steamship inspections. In our 1968 Report (paragraph 190) we 
pointed out that the scale of fees for the inspection of steamships and for the examination 
of plans of ships and their machinery and equipment, etc., had remained largely unchang- 


ed since 1954 and that some of the rates had been the same since 1944. We reported that 
_ the Department of Transport had been giving detailed consideration to the advisability 
_ of fee increases and expected to be in a position to seek authority for an increased scale 
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during 1968-69. We expressed the opinion that what would likely be proposed would not 
do more than restore the relationship between direct expense and revenue which existed 
in 1955-56. For that year, Steamship Inspection Service revenue of $161,000 had been 
24% of the direct outlay, $676,000, of the Service. In 1967-68 revenue was $255,000, or 
13% of direct costs of $1,994,000. 


An increased scale of fees was not introduced in 1968-69. Revenue of $256,000 for 
the year was slightly less than 14% of expenditure of $1,893,000. 


On November 19, 1969 the Governor in Council authorized a new scale of fees which, 
on the basis of departmental estimates of revenue and expenditure for 1969-70 and 1970- 
71, indicates a recovery of only about 13% of expenditure in 1969-70 and 15% in 1970-71. 


186. Negotiated settlement of contract. In our 1968 Report (paragraph 202) refer- 
ence was made to the financial consequences of the indefinite postponement by the De- 
partment of Transport of a program for the construction of a number of search and rescue 
cutters. We explained that a stop-work order had resulted in a cancellation cost of 
$1,484,000. | 


We also showed that a contract for lead yard services had been entered into with 
the company involved in the construction of the first of the six cutters contemplated 
under the program and we reported that the extent to which the contract price of | 
$235,000 would be adjusted as a result of the curtailment of the program was not yet 


known. 


In December 1968 a settlement was negotiated with the contractor which reduced 
the price by $11,920 to an adjusted amount of $223,080. The Department regards the | 
adjustment as reasonable because it maintains that the other services to be performed — 
under the contract had to be rendered in any case in connection with the construction — 


of the first vessel. ! 
| 


187. Partial adoption of suggestion with respect to lease renewals. In our 1968 
Report (paragraph 194) we referred to the case of a lease for space on a Crown-owned | 
wharf at Louisburg, N.S., which had expired in 1961 and was not authorized for renewal 
until December 1967 despite continued occupancy by the tenant. Although the Depart- ! 
ment of Transport gave consideration in 1965 to the setting of a higher rental extending | 
back to 1961, the departmental law officers advised that the Department was precluded . 
from raising the rental prior to 1965, unless the lessee consented, because the original | 
rental had been accepted unconditionally in the interim. Steps then taken culminated in a 


rental increase from $345 to $2,500 per annum but only with effect from September 1967. | 


We reported last year that we had discussed with the Department the possibility 
that the interests of the Crown could be protected by the presence in all indentures of 
lease with renewal options of a clause stipulating that rental payments accepted after. 
the expiry of the original term would be conditional only. We recorded our understanding | 
that action was being taken to incorporate such a clause in future leases with renewal — 
provisions. | 
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We have confirmed that, in so far as the Marine Services of the Department are 
concerned, leases with renewal options now contain a clause which gives effect to our 
suggestion. However, similar action has not been taken in respect of leases involving the 
Air Services whose officers are still considering the implications of the proposed clause 
for its tenants. In the meantime, Air Services continues to rely upon an internal control 
measure designed to ensure that all indentures of lease are reviewed several weeks in 
advance of expiry dates. 


188. Subsidization of accommodation and messing for single employees, Gander, 
Nfid. In November 1961, because of a shortage of suitable accommodation for single 
employees at Gander, the Department of Transport entered into an agreement for a 
six-year term for the provision of 60 furnished and serviced rooms, and meals, by a hotel 
operator at a cost of $120,000 per annum, or $2,000 per individual. During this period 
each resident employee was assessed at the rate of $900 per annum for room and meals 
(a rate of $960 called for by Treasury Board regulations should have been in effect from 
May 1964 but was implemented only in July 1967) so that a subsidy of $1,100 per indi- 
vidual, for a total of $66,000 per annum, resulted. 


The agreement was renewed and amended for a two-year term in 1968 to cover 
accommodation and messing for 45 employees at an annual cost of $136,000, or about 
$3,000 per individual. Despite the substantial increase in the cost to the Department, 
the charge to the employees involved remained unchanged at the annual rate of $960, so 
that the subsidy increased to over $2,000 per annum for each employee, for an annual 
total of about $93,000. 


The extent to which costs of the Department of Transport under the arrangement 
are not being recovered suggests that the basic amount assessed against the employees 
is inadequate. 


189. Dwellings for lightkeepers. In its Fifth Report 1961, the Public Accounts Com- 
mittee recommended that when authorization is given by the Treasury Board for a 
project to cost a stated estimated amount, departmental submissions to the Board should 
clearly indicate that all costs associated with the work have been included in the estimate. 


During the year an instance was noted where the Committee’s recommendation was 
not met. In 1967-68 the Department of Transport obtained Treasury Board approval 
for the purchase of five self-contained prefabricated dwellings for the use of lightkeepers 
at three locations in Nova Scotia. The Board was informed that the total cost, including 
foundations and installations, would be $122,300. The final cost will be about $152,800. 


The dwellings themselves were purchased at a cost approximating the $95,700 
estimate shown in the submission to the Treasury Board. However, other requirements 
originally estimated to cost $26,600 actually amounted to $57,100, including a depart- 
mental estimate of $7,500 to cover work still to be completed. It seems obvious that 
some requirements must have been omitted from an estimate that proved to be only 
46% of the actual cost. 
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190. Additional cost due to construction delays, Kirkfield, Ont. In 1965 the Depart- 
ment of Transport entered into a contract at a price of $1,595,000 for the mechanical 
rehabilitation of the hydraulic lift lock of the Trent Canal at Kirkfield. Although the 
work was basically completed in 1966, settlements of claims for extra costs continued 
into the year under review when a payment brought the total cost to $2,049,000. 


After the work was under way, delays were experienced by the contractor and his 
subcontractors because of redesigns suggested by the consulting engineer when review- 
ing and approving plans. Additional delays occurred when field drawings ‘were required 
to make the new work compatible with the old structures. The final settlement gave 
recognition to an aggregate delay of nine weeks and the total cost includes compensation 
in the negotiated amount of $183,000 for non-productive supervision and labour costs, 
and idle plant, during that period. | 


191. Awards under the Pension Act. In paragraph 205 of our 1968 Report and in 
previous Reports we have pointed out that, due to inconsistencies and ambiguities in the 
Pension Act, R.S., c.207, it was difficult to determine whether or not awards were in 
| 


conformity with the provisions of the Act, particularly those awards granted on a discre- 
tionary or compassionate basis and to persons in a dependent condition. 


Clarification of the Pension Act is particularly necessary because the usual checks — 


provided for the protection of the Crown do not operate with respect to it. Subsections 
(1) and (5) of section 5 of the Act read as follows: 


5. (1) Subject to the provisions of this Act and of any regulations, the Commission | 


has full and unrestricted power and authority and exclusive jurisdiction to deal with and 


adjudicate upon all matters and questions relating to the award, increase, decrease, suspension — 
or cancellation of any pension under this Act and to the recovery of any overpayment | 


that may have been made; and effect shall be given by the Department and the Receiver 
General to the decisions of the Commission. 


(5) The Commission shall determine any question of interpretation of this Act and_ 


the decision of the Commission on any such question is final. 


Not only is the Department of Veterans Affairs, in fulfilling its functions with re- | 
spect to the payments of pensions and recovery of overpayments, thus barred from taking | 
its normal part in protecting the Crown but the advice of the Department of Justice is 


not available in the interpretation of the conflicting provisions of the Act. 


We also pointed out last year that the Public Accounts Committee in its Eighth | 
Report 1964-65 had made recommendations designed to overcome these shortcomings | 
(see Appendix 1, item 13) and the Minister of Veterans Affairs, in letters to the Chair-_ 
man on March 38, 1965 and June 21, 1967, had commented on these recommendations. | 
The Public Accounts Committee, in May 1969, considered the comments made by the 
Minister but made no further recommendations. As this situation did not change im) 
1968-69, there is still difficulty in determining whether or not awards are in conformity 


with the provisions of the Act. 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 131 


The Committee, known as the Woods Committee, appointed in September 1965 to 
survey the organization and work of the Canadian Pension Commission, including the 
interpretation by the Commission of such sections of the Pension Act as in the opinion 
of the Committee should be considered, presented its report to the Minister of Veterans 
Affairs on March 22, 1968. The Committee’s recommendations for the most part were 
concerned with the provision of greater benefits and no mention was made of the recom- 
mendations of the Public Accounts Committee. 


As a result of the Woods Committee report, the Minister of Veterans Affairs pre- 
sented a Government White Paper on veterans pensions on September 9, 1969. However, 
the White Paper does not deal directly with the recommendations of the Public Accounts 
Committee. 


192. War veterans allowances. In Reports of previous years we have commented on 
various matters relating to the administration of the War Veterans Allowance Act, R.S., 
c.340. In paragraph 206 of our 1968 Report we again drew attention to the recommenda- 
tions of the Public Accounts Committee in its Eighth Report 1964-65 (see Appendix 1, 


item 14), which have not yet been implemented, that all cases of deliberate deception 
in respect of awards under the Act be vigorously prosecuted and that, where the presence 


of a child is the reason for an award at married rates, the income of the child, unless 
exempted by the Act, be taken into account in determining the amount of the award. 
We also reported that letters of March 3, 1965 and June 21, 1967, from the Minister of 


Veterans Affairs to the Chairman of the Public Accounts Committee setting forth his 


comments on the recommendations had still to be considered by the Committee. These 
letters were considered by the Public Accounts Committee in May 1969 but no further 


recommendation was made except that the word “vigorously” be deleted from its pre- 


vious recommendations. 


Our examination during the year revealed eight additional cases of overpayment 


totalling $10,763. We did not note any cases of prosecution to enforce penalties under 
the Act and its regulations. However, our examination did disclose that the Department 


ee ———E 


is making a more determined effort to recover overpayments of veterans allowances. 


193. Unrealistic meal charges in departmental hospitals. In our 1968 Report (para- 


graph 207) we pointed out that the cost of meals provided to staff and visitors in the 


Department of Veterans Affairs hospital cafeterias and senior staff dining rooms was 
considerably in excess of the prices charged for these meals. The charges for full course 
meals, set in 1952, were breakfast 30 cents, dinner 45 cents, and supper 30 cents in the 
cafeterias, with an extra 10 cents per meal charged in the senior staff dining rooms where 


: full table service is provided. However, the average cost per meal was $1.41 according to 


the most recent cost figures produced which were for the 1966-67 fiscal year. While it is 
: common practice to subsidize meals in large establishments, the degree of subsidization 
in the Department’s hospitals is extremely high. We concluded by stating that it appeared 


obvious that a more realistic pricing policy was required. 
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There was no change during the year in the prices charged for meals but the Treas- 
ury Board conducted a study of employee meal prices in hospitals both inside and out- 
side the Public Service of Canada. This study revealed that prices charged employees 
for meals in the Department’s hospitals and in the Department of National Health and — 
Welfare hospitals were substantially below prevailing meal prices in outside hospitals. | 
Following consultation with the employee associations, agreement was reached on the 
introduction of revisions to employee meal prices in the Department’s hospitals in pro-— 
gressive stages as follows: | 


Breakfast Main meal Light meal 
MADRS EV BNO EU, eee k es eo 8S sated Bact are te apes Feue ny ot $ .45 $ .75 $ .50 
CULV OOS a ay Pe EPR mele tt, Alerts. eae . 50 .85 . 60 
SUES YU Soule Dare RS PAUL Se cS cea De, ae ee eb Additional adjustment, as required, will be sub- 


ject to further review and consultation. 


No change was made in the extra 10 cents per meal charged in the senior staff dining | 
rooms where full table service is provided. 


We understand that the Treasury Board intends that there shall be annual reviews | 
of meal prices in hospitals in future. (See also paragraphs 86 and 101 of this Report.) | 


194. Federal-provincial shared-cost programs. Although information regarding Can- | 
ada’s contribution towards each sizable federal-provincial shared-cost program is avail-_ 
able in Volume II of the Public Accounts in the details of expenditure of the departments | 
administering the contributions, nowhere is the substantial overall total of federal con- 
tributions to shared-cost programs provided on a regular basis. As far as we are aware, | 
the last published compilation of these costs was a booklet prepared in 1963 by the 
Federal-Provincial Relations Division of the Department of Finance for the use of mem-_ 
bers of the Federal-Provincial Continuing Committee on Fiscal and Economic Matters 


meeting in that year. . | 
i 


In previous Reports (paragraph 208 in 1968) we expressed the view that it would 
be informative to the House if a detailed summary of the numerous federal-provincial 
shared-cost programs, which would show the federal share of the costs on an annual and 
cumulative basis, were more readily available, and suggested that this be shown as an 
appendix to the Public Accounts. This suggestion has not yet been considered by the 
Public Accounts Committee. 


Canada participated with one or more of the provinces in 104 shared-cost programs | 
in 1968-69 and in 1967-68 as follows: 


1968-69 1967-68 
Costs shared with: | 
wall MrOCINCeS...., spies. arco te ie eS eee gh 22 22 
More than one Dut MOL all Provinces... oe oe tes cs cc oe ee 44 42 
Only: one province, 205) Oe TIES ee), CEPA Lg 38 40 ) 
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Although the total number of programs was the same in both years, 17 for which the 
costs were shared in 1967-68 were either completed or discontinued in that year and 17 
new programs were commenced in 1968-69. The federal expenditures under these pro- 
grams totalled $1,519 million in 1968-69 compared with $1,332 million in 1967-68 and 
$1,136 million in 1966-67. A comparative listing of these programs, by department, for 
the past two years appears as Appendix 4 to this Report. 


The expenditures shown are direct costs only and do not include any administrative 
expenses incurred by Canada. 


The decrease in expenditure on technical and vocational training under Manpower 
and Immigration, from $85 million in 1967-68 to $3 million in 1968-69, reflects the phase- 
out of this program on introduction of the adult occupational training program on April 
1, 1967. The direct costs of occupational training of adults are wholly borne by Canada 
and, therefore, are not included in the listing; only the capital cost of providing training 
facilities is shared with the provinces. 


Not included in the total expenditures are tax abatements and tax equalization pay- 
ments of $426,676,000 in 1968-69 and $381,946,000 in 1967-68 to the Province of Quebec 
following its election in 1965 under the Established Programs (Interim Arrangements) 
Act, 1964-65, c.64, to wholly administer and finance certain standing programs. These pro- 
erams are hospital insurance and diagnostic services, Canada Assistance Plan, disabled 
persons allowances, old age assistance, blind persons allowances, unemployment assistance 
and certain aspects of general health grants. 


In addition to the expenditures shown under Secretary of State for post-secondary 
education, there were tax abatements and tax equalization payments relating to post- 
secondary education totalling $277,937,000 in 1968-69 and $247,580,000 in 1967-68. 


Expenditures on all programs are the subject of test audit by the Audit Office, the 
extent of the test in each case being determined by the nature of the program and the 
scope of the audits carried out by the provincial auditors prior to the submission of claims 
and by the Audit Services Bureau of the Department of Supply and Services in those 
cases where the Bureau is requested to carry out examinations. Many of the programs are 
complex and their terms subject to varying interpretations and applications. Because of 
this and the fact that they comprise a major portion of Canada’s total contribution, pro- 
vincial records are examined by regional representatives of this Office annually in connec- 
tion with all programs coming under the jurisdiction of the Department of National 
Health and Welfare excepting the newly introduced medical care program, all those com- 
ing under the Department of Manpower and Immigration and the two major ones under 
the Department of Regional Development. No examinations of provincial records are 
made in respect of expenditure on the remainder of the listed programs; all claims and 
supporting documentation relating to these programs are examined by us at the depart- 
mental offices responsible for their administration, reliance being placed on the audit 
certificate given by the provincial auditors as to the validity and correctness of the 
charges and on the direct examinations made of many of these programs by the Audit 
Services Bureau. 
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195. Statements requested by the Public Accounts Committee. Volume II of the 
1969 Public Accounts includes section 28, ‘Miscellaneous Statements’. This section con- 
sists of four statements prepared by the Receiver General for Canada showing additional 
information recommended for inclusion in the Public Accounts by the Public Accounts 
Committee in its Ninth Report 1964-65. The attention of the House is directed to these 
statements. 

1. EDUCATIONAL LEAVE COSTS GRANTED UNDER SECTION 5/7 OF THE PUBLIC SERVICE TERMS 

AND CONDITIONS OF EMPLOYMENT REGULATIONS—Page 28.2 

It will be noted from this statement. that for 1968-69 the total costs in respect of 506 
employees amounted to $1,503,000. This compares with 497 employees and $1,111,000 in 
the previous year and 504 employees and $938,000 in 1966-67. 


2. LOSSES OF $1,000 OR MORE DUE TO ACCIDENTAL DESTRUCTION OF, OR DAMAGE TO, ASSETS 
WHICH WOULD NORMALLY BE COVERED BY INSURANCE HAD SUCH COVERAGE EXISTED— 
Page 28.3 

This statement shows that such losses amounted to $1,452,000 in 1968-69. The 
comparable amount in the previous year was $1,850,000. 

In the course of its study of the development of the hydrofoil, H.M.C.S. Bras d’Or, 
the Public Accounts Committee noted that the losses incurred as a result of the fire on 
that ship in November 1966, which cost the Crown $6.5 million, were not included in the 
1967 version of the statement. In its Fifth Report 1968-69, presented to the House on 
June 26, 1969, the Committee stressed that there should be no exception to the inclusion 
of losses under this heading. 

3. REPORT OF SURPLUS MATERIAL DISPOSED OF IN 1968-69—Pages 28.4 and 28.5 

A comparative summary of the surplus material disposed of in 1968-69 and in 
1967-68, subject to the footnotes shown on the statement in the 1969 Public Accounts, 


follows: 
1968-69 1967-68 
Value Value 
Cost obtained Cost obtained 

surplus but serviceable.........:...:7$ 37,771,000 $ 3,435,000 $ 48,677,000 $ 3,416,000 
Obsolete but serviceable.............. 12,265,000 368 ,000 17,864,000 681 , 000 

$ 50,036,000 3,803,000 $ 66,541,000 4,097 ,000 
SurplGsiabut fenairable tise. 27 ta eee eA 3,086,000 4,582,000 
SCTE Ds casi ctees, Ca ae okey cee he thd ce a ee ee 1,141,000 832 ,000 


$ 8,030,000 $ 9,511,000 


4. SUMMARY OF ACCOUNTS PROPERLY CHARGEABLE TO THE FISCAL YEAR 1968-69 BUT CARRIED 
OVER TO THE FISCAL YEAR 1969-70—Pages 28.6 to 28.9 


This statement is commented on in paragraph 50 of this Report. 


196. Losses through the fraud, default or mistake of any person. Section 70(1)(e) of 
the Financial Administration Act provides that the Auditor General shall report annually 
to the House of Commons every case in which he has observed that there has been a 
deficiency or loss through the fraud, default or mistake of any person. 
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During the year 83 losses totalling $91,699 were noted resulting from defalcations 
or other fraudulent acts of public officers, of which $53,815 was recovered, leaving net 
losses of $38,384. These are summarized as follows: 


Initial Re- Net 
Number loss coveries loss 


Indian Affairs and Northern Development........... 2 $ 2,614 $ 991 $ 1,623 
SLOG eben nee Abie Wiese San tek in OPM, OBEY. meen i Les, 097 11,094 6,703 
Bee Tie LD CLETICOL Ai Satin tiie aa fa. kv a's aco ive Lutein 3 4,105 3,001 1,104 
National Revenue—Customs and Excise Division... . 1 120 120 
POstsORicorvimgne: Mitte stanky Ge i aS ORE 75 65,527 36,573 28 , 954 
DOlcitGrsGcoeral tami tt lai Bios irre? 2h te 2 1 1,536 14536 


83 $91,699 $53,315 $ 38,384 


The net losses of the Departments of Indian Affairs and Northern Development and 
National Defence were charged to the Public Officers Guarantee Account prior to the 
year-end, together with $6,603 of the net loss of the Department of Justice, leaving $100 
which is chargeable to the Guarantee Account at the request of that Department. The 
Post Office losses are chargeable to the Post Office Guarantee Fund. 


A net amount of $3,327 remaining from five fraudulent losses reported in the Public 
Accounts in prior years had not been charged to the Public Officers Guarantee Account 
at March 31, 1969. The oldest of these losses, an amount of $1,524, was incurred in 1954- 
55. An additional amount of $952 remaining from three losses reported by the Auditor 
General since April 1, 1966 had neither been reported in the Public Accounts nor charged 
to the Guarantee Account at March 31, 1969. 


A loss of $586 due to a theft of mail receipts by persons unknown was charged in 
error to the Public Officers Guarantee Account during the year. Payment may be made 
out of this account only “by way of indemnity for losses suffered by Her Majesty or 
others by reason of defalcations or other fraudulent acts or omissions of public officers’. 


In addition to losses involving public officers, there are inevitably, in the administra- 
tion of the numerous and complex programs of the Government, a considerable number 
of deficiencies or losses through the fraud, default or mistake of individuals outside the 
Public Service. When these are encountered in our test examinations they are brought to 
the attention of the administering department and, where significant, commented on in 
our Report. (For examples, see paragraphs 128, 145 and 197(22) of this Report.) 


197. Non-productive payments. The Public Accounts Committee in its Fifth Report 
1961 requested the Auditor General to include in his future annual Reports to the 
House of Commons listings of any non-productive payments that might have come to his 
notice in the course of his annual audit. The Committee reiterated this request in its 
Sixth Report 1964-65. 
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Since 1961, in compliance with this request, there have been included in the Auditor 
General’s annual Report to the House of Commons details of non-productive payments 
coming to our notice in the course of the audit. Again this year we have sought to 
pinpoint the underlying causes, particularly when the circumstances appear to have 
been beyond the control of the department or agency to whose appropriation the charge 
was made. 


The origin of many of these non-productive payments dates back to prior years, 
although in most cases a payment was made in 1968-69. The total this year is estimated 
at $39,565,000. Of these, 25 cases are described in the foregoing paragraphs while the 
remaining 25 cases are as follows: 

1. UNUSED OFFICE SPACE, OTTAWA. On April 1, 1966 Atomic Energy of Canada Limited 
leased office premises in Ottawa for a period of three years at an annual rental of 
$34,000. These offices were occupied by the Company’s Commercial Products Division 
until September 1968 when that Division was moved to the Company’s new administra- 
tion building. 


The Company was successful in sub-letting the leased office premises for only | 
brief periods for which a rental of $3,700 was received and derived no benefit from the © 
balance of the rental for the period October 1968 to March 1969 which amounted to — 
$13,300. 


2. ADDITIONAL COST DUB TO DELAY IN ACCEPTANCE OF TENDER, OBEDJIWAN INDIAN RESERVE, QUE. | 
In June 1968 the Department of Indian Affairs and Northern Development called | 
tenders for the construction of a school and residence and for site development on — 
the Obedjiwan Indian Reserve, Pointe Bleue District. When the tenders were opened — 

on July 10, 1968 it was found that the lowest bid, $444,000, which was $52,000 below 
the second lowest, was conditional upon the award of’the contract not later than 
August 1, 1968, to allow time to assemble and ship the required material to the remote | 
site of the work by road and barge before the weather. became inclement. 


The amount involved required that Treasury Board authority be obtained for | 
entry into a contract. The fact that a deadline for acceptance of the lowest bid had | 

~ been stipulated was overlooked within the Department with the result that the sub- 
mission to the Board was delayed and the required authority was not obtained until - 
August 7, 1968. When the award was made on August 16, 1968, the contractor reminded | 
the Department of the condition attached to his tender and requested that the price be | 
increased by $25,000. The increase was attributed to an oversight of $10,000 in his 
original calculations and estimated additional costs of $15,000 which could be expected | 
because of a later construction season than had been anticipated. Treasury Board | 
approval of the increase in the contract price by $25,000 was obtained in October 1968. | 


3. SETTLEMENT ON TERMINATION OF EMPLOYMENT. In April 1967 the National Arts Centre | 
Corporation appointed an officer at a salary of $20,750 per annum. After one year of | 
service the officer was advised that his work had not been satisfactory and that his | 
services would be terminated. He was removed from his position but retained at the | 
same salary in another position for nine months. | 


The final settlement included salary of $6,500 for more than three months during ) 
which services were not performed and $4,100 for sick leave accumulated with the 
Corporation and during prior service with the Government. Sick leave is an employee | 
benefit that is normally paid for only during a period of illness that prevents an 
employee from performing the duties of his position. 
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4. ADDITIONAL COSTS DUE TO FAULTY DESIGN OF STORM DRAINS, OTTAWA. In connection with 


the railway relocation project in Ottawa, the National Capital Commission undertook 
to raise the elevation of sections of a street to provide a crossing over the railway line 
running south from the Prince of Wales Bridge. Storm drains, designed by an engineering 
consultant, were installed on adjacent private properties adversely affected by the 
work, but these proved to be both inadequate and, upon later investigation, smaller 
than minimum City requirements. Faced with several claims for water damage, settled 
in the amount of $8,400, the Commission undertook to replace the undersized drains at 
a cost of $10,600, including $1,300 paid to the original consultant for redesign. 


. ABANDONED EXPROPRIATION, OTTAWA. Preliminary negotiations by the National Capital 


Commission with the owner of a motel in the Greenbelt area of Nepean Township 
indicated that a reasonable price and lease-back settlement could not be arranged. 
Therefore, in 1962, Treasury Board approval was obtained to abandon the expropriation 
of the property which had been registered the previous year. Three years later the 
owner filed a petition of right in the Exchequer Court for damages of $22,300 stated 
to have been suffered as a result of the abortive expropriation. Upon reduction of the 
claim to $2,500 in 1968 the Commission settled out of court. 


. PARCEL OF LAND PAID FOR TWICE, OTTAWA. In 1960 the National Capital Commission 


purchased a parcel of land for Greenbelt purposes in Gloucester Township and in 
the following year expropriated the abutting property. An appraisal made in 1963 
indicated that the registered owner of the expropriated land also had a possible claim 
through possession for 10 years to one and one-half acres of the land the Commission 
had bought in 1960. Settlement for the expropriated property was reached in 1966 
but the owner reserved the right to additional compensation for the land held under 
possessory title. In 1968 the Commission accepted this supplementary claim, amounting 
to $1,100, but by this time could not recover from the former deed holder whose land 
had been purchased in 1960. The latter had died and his estate had been distributed 
in 1967. 


. CONTRACT TERMINATED DUE TO INCOMPATIBLE SPECIFICATIONS. In October 1965 the 


Department of Supply and Services, with the approval of the Treasury Board, entered 
into a contract in the amount of $27,000 for the supply of filters to be used in airborne 
electronic equipment. These filters were intended for installation in Department of 
National Defence aircraft to prevent interference with airport radar used in controlling 
commercial air traffic. 


The contract, awarded to the only bidder, provided for the production and supply 
of 21 filters to meet specifications issued by the Department of National Defence in 
late 1964. The design was based on the principles used by Canadian Arsenals Limited 
in the construction of an experimental model. The first phase of the work, the manu- 
facture of a pre-production model, required the reconfiguration of the experimental 
model to conform to the specifications. 


In July 1966 the contractor advised that the required performance could not be 
achieved with a filter designed on the principles specified. In the meantime, because of 
planned modifications to the airborne electronic equipment, the proposed filter was no 
longer required, and in January 1967 the Department of National Defence requested 
that the contract be cancelled. 


The costs incurred by the contractor, plus profit of 74%, were established as 
$14,000 and in July 1968 the contractor was paid this amount as a termination settlement. 
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WATER LOSSES—MONTREAL HARBOUR. Statements prepared by the National Harbours 
Board revealed that, in the year ended December 31, 1968, water losses caused by 
breakage in various water pipes at Montreal Harbour amounted to 117.6 million 
gallons. These breakages occurred between the City of Montreal meters and the 
National Harbours Board meters largely in the Contrecoeur and Marien sections of 
the Harbour. The cost of the water lost amounted to $26,600. 


. ADDITIONAL COST DUE TO DELAY IN ACCEPTANCE OF TENDER, VANCOUVER, B.c. The National 


Harbours Board advertised for tenders for the extension to Centennial Pier at Vancouver 
Harbour. Tenders were opened on June 22, 1967 and the lowest was for $1,933,000. 
The Board had not obtained approval in principle from the Treasury Board for this 
project, in accordance with established guidelines, before tenders were called and, as a 
consequence, considerable time was consumed in providing relevant information for a 
thorough consideration of the project by the Treasury Board. Approval was not 
obtained until November 2, 1967—seventy-three days beyond the sixty-day period 
during which a tenderer is bound to enter into a contract if his offer is accepted. The 
tenderer was then asked if he would be prepared to enter into a contract at the price 
of $1,933,000. A counter offer was made by the tenderer requesting the Board to 
consider additional expenses amounting to an estimated $76,000 as the delay in awarding 
the contract necessitated the work being carried out in less favourable weather. This 
amount was not acceptable to the Board and it was agreed by both parties that the 
contract would be entered into at the tendered price of $1,933,000 and that the Board 
would consider a claim by the contractor for any additional costs when the contract 
was completed. Subsequently a claim for additional costs, amounting to $25,000, was 
approved and paid by the Board. Notwithstanding this increase, the amount paid was 
still considerably below the amount of the second lowest bid, but failure to accept the 
original tender within a sixty-day period resulted in a non-productive cost of $25,000. 


ADDITIONAL CONSTRUCTION COST DUE TO UNSTABLE SOIL CONDITIONS, OTTAWA. In October 
1966 the Department of Public Works was authorized to enter into a contract, at a 
fixed price of $329,600, for the construction of a dairy barn in connection with the 
development of the Animal Research Institute of the Department of Agriculture at 
Ottawa. 


Although a subsurface investigation was made by the Department, a written report 
was not submitted until after the working drawings had been completed and tenders 
called. The report stated that during construction care should be taken to see that 
excavation did not extend below the ground-water level as quick conditions would 
result and weaken the subsoil. 


During his initial excavation work the contractor encountered quicksand. He was 
instructed to suspend operations during consideration of the problem, which resulted in 
a decision to shift the proposed location of the building and to make certain design 
changes. As the material already excavated had been placed on the new location, its 
removal further delayed the contractor. 


In January 1968 the contractor presented a claim amounting to $33,400 for costs 
resulting from delays, primarily occasioned by soil conditions, to which his work had 
been subjected. A negotiated settlement of $13,800 was made in March 1969. The final 
cost of the contract was $371,200, the additional amount of $41,600 being accounted 
for mainly by the delay settlement and a change order involving $11,000 for the cost 
of the re-siting of the building and foundation changes. 


if 
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UNUSED PLANS FOR SPECIAL DETENTION UNIT, PRINCE ALBERT, SASK. In 1964 the Department 
of Public Works, on behalf of the Canadian Penitentiary Service, retained a firm of 
architects and consulting engineers to design and prepare complete working drawings 
and specifications for, and to subsequently supervise the construction of, a special deten- 
tion unit at the Saskatchewan Penitentiary, Prince Albert. 


Although the plans and specifications were completed by the consultants early in 
1966, the tender call was delayed indefinitely because of a review of such projects. By 
1968, as there was no prospect of construction, the agreement with the consultants was 
terminated. A final payment for their planning services brought the total amount paid 
to $38,400, including $4,300 as compensation for revisions to their drawings as a result of 
changed requirements. 


The same consultants received a payment of $1,100 for the preparation of plans 
and specifications for the construction of a lumber building, not proceeded with, at the 
same institution, and for unused plans for an exercise yard which was to be associated 
with the special detention unit. 


UNUSED PLANS FOR A NATIONAL MUSEUM, OTTAWA. In our 1968 Report (paragraph 178) 
reference was made to a cost of $753,000 incurred by the Department of Public Works 
for architects’ services in the planning for Phase I of a new building in Ottawa for the 
National Museum. We explained that it was apparent that the Museum would not be 
built on the basis of this planning. 


In December 1968 an additional payment of $21,500 was made in settlement of a 
claim presented by the structural consultants who had been retained by the consulting 
architects. The claim arose from the decision to extend the nearby National Arts Centre, 
so that it became necessary to make changes to the completed structural and foundation 
plans for the Museum. This payment brought the total cost of architects’ services for the 
abandoned concept to $774,500. 


ABANDONMENT OF BUILDING CONSTRUCTION PLANS, MISSISSAUGA, ONT. In 1966 property in 
Mississauga was expropriated to serve as the site for a building to be constructed by the 
Department of Public Works for the Post Office. A consultant was engaged to provide 
architectural services. 


Although the site had been identified by the municipality as an ideal one for a 
federal post office building, heavy local opposition to the expropriation developed and 
the decision was finally made to abandon expropriation proceedings. 


After efforts to identify other sites acceptable to the municipality and the Post 
Office were unsuccessful, it was decided that build-lease proposals should be investigated. 
As a result, the Department of Public Works sought and obtained authority in January 
1969 to enter into a lease for a term of 20 years for accommodation to be constructed by 
private interests. 


The consultant was paid $14,000 for his services prior to the cancellation of the 
project. Other non-productive outlays included $1,245 for appraisal services, $1,533 for 
the abandonment of expropriation proceedings and $550 for miscellaneous costs. 


UNUSED PLANS FOR HEATING FACILITY, OTTAWA. In 1964 architects were engaged by the 
Department of Public Works to design, prepare working drawings for, and supervise 
construction of, a new postal terminal at Ottawa. The completed plans made provision 
for a boiler room, but the requirement for this was removed when it was decided to use 
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the facilities of a heating plant associated with another Crown-owned building in the 
area. The architects were paid $5,500 for their planning in connection with the deleted 
boiler room. 


ADDITIONAL PLANNING COSTS AS A RESULT OF DESIGN CHANGES, ANTIGONISH, N.S. In 1965 
consultants were retained by the Department of Public Works to perform architectural 
services in connection with the planning and construction of a building to provide 
accommodation at Antigonish for several departments. A contract for the construction 
of the building was not awarded until April 1969, largely due to changes in the estimates 
of prospective occupants with regard to their long-range space requirements, and to an 
expansion of the original site which required that the building be located at a different 
angle than had been intended earlier. These circumstances resulted in extra payments 
amounting to $5,200 to the consultants with respect to design work which was abandoned 
and for a redrawing of the footings. 


ADDITIONAL COST RESULTING FROM DEFERMENT OF CONSTRUCTION PLANS, VANCOUVER, B.C. 
In 1967 the Treasury Board gave approval in principle to the construction of a new re- 
search wing and additions to existing structures at the Forest Products Laboratory in 
Vancouver. The Department of Public Works retained a firm of consultants to undertake 
the planning and supervision of construction. In 1968, after the preliminary design phase 
of the engagement had been completed, restrictions on capital expenditure by the Depart- 
ment of Fisheries and Forestry led to the decision to defer proceeding with the research 
wing element of the project. This required a redesign of the extensions which were to be 
added to the existing structures, and an additional cost of $4,140 resulted from the 
deferment. 


In the event that the research wing element of the project is not proceeded with in 
a manner which will permit use of the preliminary design, a further substantial amount 
will become non-productive. 


PAYMENT FOR UNUSED WATER AND SEWAGE FACILITIES, BATH, ONT. In June 1966 the 
Treasury Board approved entry by the Canadian Penitentiary Service into an agreement 
with the Village of Bath and with the Public Utilities Commission of the Village for the 


construction of water and sewage treatment systems which would service the nearby 


Millhaven Institution. The agreement provides for capital contributions by the Crown 
towards the construction costs and monthly payments of a fraction of the cost of 
operating, maintaining and repairing the facilities. The Penitentiary Service paid $5,900 
to the Village as its share of the cost of operations for the period June 1968 to March 
1969, although the Millhaven Institution was still under construction and no use was 
made of the facilities. 


EQUIPMENT PROVIDED AS “CAPITAL ASSISTANCE” NOT REQUIRED. In February 1965 the 
Department of Supply and Services agreed to provide capital assistance equal to the full 
cost of replacement of a high-pressure boiler feed pump on Crown-owned equipment 
located in the Naval Engineering Test Establishment, which is operated by a private 
contractor, at a cost not to exceed $20,000 chargeable to Defence Production Vote 5 of 
1965-66. The contractor placed the order with his supplier in March 1965 and took 
delivery in February 1966 at a cost of $19,000. 


In July 1965 the Department of National Defence decided to use gas turbine engines 
in new destroyers scheduled for delivery commencing in 1970. This decision meant that 
the high-pressure boiler would not be required for testing the engines 1 in the destroyers. 
Consequently, the new pump has never been installed. 
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Crown Assets Disposal Corporation has tested the salability of the pump without 
success and we understand that it will now be retained on the chance it may be required 
at some time in the future. 


COST OF ABANDONED INFORMATION SYSTEM. In paragraph 83 of our 1968 Report we drew 
attention to a non-productive expenditure of $69,000 incurred in developing a com- 
puterized information system for the Canadian Government Repair Service which was 
abandoned in May 1967, after part of phase one of a four-phase plan had been completed. 


The work which had been completed included the conversion of manually main- 
tained history record cards for each of 150,000 Crown-owned office machines to computer 
tape by means of ‘‘mark sense” cards specially designed for this one purpose. 


In the meantime, the stationery stores operations of the Department of Defence 
Production were being consolidated under the Canadian Government Supply Service 
and the stock of “mark sense” cards was taken on charge and given a catalogue number 
and a stock re-order point. 


In April 1967 the Supply Service, without consulting the Repair Service, purchased 
an additional 1,000,000 “mark sense” cards at a cost of $11,000. The cards, weighing 
eight tons, were received in September and October 1967, declared surplus in January 
1968 and disposed of as scrap in July 1968. 


INFERIOR PRINTING SUPPLIES. Copy masters valued at $6,600 used by the patent printing 
division of the Canadian Government Printing Bureau were rejected because of customer 
complaints that the masters left a background on the printed copies. The masters had 
been purchased by the Canadian Government Supply Service from a different supplier 
and when his product was found inferior it was scrapped and the Service reverted to 
its regular supplier. 


DEFECTIVE BUSINESS FORMS. Special forms valued at $3,760 were purchased by the Cana- 
dian Government Supply Service for the Comptroller of the Treasury in a weight of paper 
similar to that of the photocopy of the layout of the form submitted by the ordering 
department. On receipt, the forms were rejected as they were too heavy for use in 
the nine copies required and were scrapped. 


UNACCEPTABLE MURAL, MONTREAL INTERNATIONAL AIRPORT. In November 1967 the Depart- 
ment of Transport entered into a contract with a Canadian artist for the production and 
installation of a large mural to be located in the inbound international tunnel at the 
Montreal International Airport. The mural, to cost $12,500, was to reflect the present 
state of culture in Canada. The artist’s proposals in this regard had previously been 
accepted without detail by an advisory committee of persons prominent in the field of 
fine arts formed to advise the Department in the selection of works of art for the air 
terminal. 


Although the contract provided for departmental supervision of the mural’s produc- 
tion, the work was not inspected prior to the commencement of installation in March 
1968. At that time, following many complaints from the public, it was viewed by mem- 
bers of the advisory committee who found evidence of political protest not present in the 
concept which had been approved. When proposals and counter-proposals for making 
the mural acceptable led to an impasse, the artist was paid in full and the mural trans- 
ferred to the National Gallery of Canada on extended loan. The unacceptability of the 
mural for its intended purpose has resulted in a non-productive cost of $12,500 to the 
Department of Transport. 
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ADDITIONAL COST DUE TO CONSTRUCTION DELAY, STE. ANNE DE BELLEVUE, QUE. In 1966 the 
Department of Transport entered into a contract at an estimated cost of $133,000 for | 
the construction of a concrete tie-up wall at the Ste. Anne Lock at Ste. Anne de Bellevue. | 
The actual cost of the work, completed in 1967, has since been established as $171,000, | 
of which $4,200 remained unpaid at March 31, 1969 pending settlement of a dispute | 


between the contractor and one of his subcontractors. 


On the basis of preliminary borings, the contract was expected to involve a simple | 
underwater concrete forming operation on an even gravel bed. In actuality it required | 
very difficult formwork on uneven rock. As a result the contractor presented a price | 
adjustment claim for $42,000 which was settled in the amount of $22,000, including a | 
‘non-productive element of $7,000 to compensate him for a delay of three weeks attribu- © 


table to the unexpected conditions which he encountered. 


COST OF CHANGING BUILDING SITE, HALIFAX, N.S. In October 1967 the Department of © 
Transport awarded a contract for the construction of an airport surveillance radar 


building at the Halifax International Airport at a price of $41,000. 


Shortly after placing the contract the Department received a request from Air | 


Canada for the right of first refusal on a parcel of land adjacent to its maintenance base 


at the airport. The land was to be the possible site, within a few years, of a large hangar | 
with a potential height of 115 feet. Consideration of the effect which such a hangar | 
would have on the performance of the radar facility showed that its re-siting was impera- | 
tive. Consequently, in February 1968 the contractor, who had already completed work | 


valued at $14,200 at the first site, was instructed to terminate his operation and to pro- 


ceed with construction, with plans modified to some extent, at another location. The final | 


cost of $62,000 included payment for the work performed at the original location. 


Because of the additional cost incurred as a result of relocating the radar unit, the 
Department suggested that rent of approximately $20,000 per annum should be paid by — 
Air Canada until the expansion of the maintenance base was commenced or until an | 


application for the land was received from another party, in which event a higher rent 


would become effective. The strong exception taken by Air Canada to this proposal |) 


culminated in the payment of $7,500 by the Company to partially offset the extra cost 


incurred by the Department, with no rent to be paid in respect of the land reserved. | 
In effect, therefore, a net non-productive cost of $6,700 was incurred by the Department. | 


UNUSED PLANS FOR AIRPORT CONTROL TOWER, SAULT STE. MARIE, ONT. In 1967 the Depart- | 
ment of ‘Transport engaged a firm of consultants to provide architectural and consulting _ 
engineering services for the construction of a control tower on the roof of the terminal | 
building at the Sault Ste. Marie airport. It later became apparent that facilities not | 
earlier contemplated would have to be contained in the tower, and that the stress limita-_ 
tions of the terminal building indicated the need for a free-standing structure. During | 
the year the consultants were paid $3,900 for their services in connection with the | 


abandoned scheme. 
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Volume II of this Report is in the course of preparation and will be released at the 


earliest date possible. It will include the following: 


Sections 


Summary of Assets and Liabilities 
Comments on Assets and Liabilities 
Crown Corporations 

Departmental Operating Activities 
Special Audits and Examinations 


Exhibits 
(as published in the Public Accounts) 


1. Statement of Expenditure and Revenue for the fiscal year ended March 31, 1969 (with 
comparative figures for the preceding fiscal year). 


2. Statement of Assets and Liabilities as at March 31, 1969 (with comparative figures 
as at March 31, 1968). 


3. Summary of Appropriations, Expenditures and Unexpended Balances by Departments 
for the fiscal year ended March 31, 1969. 


4. Summary of Revenue by Main Classifications and Departments for the fiscal year 


ended March 31, 1969. 


A. M. HENDERSON 
Auditor General of Canada. 


January 20, 1970. 
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APPENDIX 1 | 


RECOMMENDATIONS AND OBSERVATIONS BY THE STANDING 
COMMITTEE ON PUBLIC ACCOUNTS NOT YET 
IMPLEMENTED OR DEALT WITH | 


Fourth Report 1963—presented to the House on December 19, 1963 


1. SECOND cLAss MaIL. The Committee expressed its belief that early consideration should | 
be given by Parliament to ways and means of covering the loss of the Post Office 
Department in handling second class mail and requested the Auditor General to keep © 
the matter before Parliament in his annual Reports in order that subsequent committees — 
may give consideration to it. 


In its Fourth Report 1966-67 the Committee stated that it feels that there is some- 
thing wrong when no action has been taken with respect to, and apparently very little 
consideration given to, its recommendation on this matter. The Committee first drew the | 
matter to the attention of the House in its Third Report 1958 and, while minor changes _ 
have been made, the annual loss has continued to increase and the Committee is of the © 
opinion that sufficient consideration has not been given to the solution of this problem. | 
It considers it essential that the Post Office Department or Parliament immediately 
find ways and means of covering the loss of the Post Office Department in handling 
second class mail without this being done at the expense of other classes of mail, keeping 
in mind, however, the need of assistance to small independently-owned newspapers cir- 
culating in rural areas. See paragraph 148 of this Report. 
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Fourth Report 1964-65—presented to the House on July 28, 1964 


) 
| j 


2. THE FORM AND CONTENT OF THE ESTIMATES. In its Third Report 1963 the Committee 
made four recommendations of which the following has not yet been implemented: 


establishments of all government departments and the Crown corporations and other public © 


inclusion of brief notes in the Estimates explaining proposed major increases in the size of staff j 
instrumentalities. | 


) 


The members of the Committee were glad to learn from the Secretary of the _ 
Treasury Board that he supported the recommendations made under this heading by © 
the Auditor General in his Reports to the House. The Committee believes that there is — 
room for improvement in the Estimates presentation designed to provide more inform- 
ative description and more complete disclosure of pertinent supporting detail— | 
information which, in the opinion of the Committee, is essential if Parliament is to be 
in a position to give the Estimates the close study and consideration they deserve. 


In its First Report 1968-69 the Committee recommended certain criteria to be 
used in the proposed form of the 1970-71 Estimates and reiterated its recommendation — 
that explanatory notes accompany the votes to indicate the percentage increase in 
staff and the justification therefor. 


The Committee stated that it would be incumbent on the Auditor General to - 
note the manner in which these criteria have been applied and to advise the House — 
thereon. See paragraph 46 of this Report. 
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. GOVERNOR GENERAL’S SPECIAL WARRANTS. The Committee recommended that a study be 


made of Governor General’s special warrants. See paragraph 45 of this Report. 


| UNEMPLOYMENT INSURANCE FUND AND ITS ADMINISTRATION. The Committee stated its 


opinion that it is in the public interest that the Government’s consideration of the 
report of the Committee of Inquiry (which was tabled on December 20, 1962) be com- 
pleted as soon as possible, and that the Government bring forward promptly such 
proposals as it may deem necessary to deal with the problems raised by the report. 


The Committee also reiterated the additional recommendation made in its Fourth 
Report 1963 that preparation of the annual financial statements for the Unemployment 
Insurance Fund should be made a statutory responsibility of the Unemployment Insur- 
ance Commission and that the statements should be reported on by the Auditor General. 


After having a report from departmental officers, the Committee in its Fourteenth 
Report 1966-67 indicated its understanding that legislation was to be brought before 
the House covering the report of the Committee of Inquiry. See paragraph 305 of 
Volume II of this Report. 


. OFFICE OF THE AUDITOR GENERAL. In the opinion of the Committee, it is fundamental 


that this independent auditing office be strong, capable, efficient and equipped to oper- 
ate in accordance with the high standards of independence and objectivity expected 
of professional accountants, with respect to the legal duties. 


In its Third Report 1966-67 the Committee reiterated its opinion that as an officer 
of Parliament the Auditor General should have the right to recruit the professional and 
senior staff he needs in the same independent manner as do other officers of Parliament 
and added that the Auditor General’s establishment should continue to be set in the 
same manner as government departments. See paragraph 8 of this Report. 


Sixth Report 1964-65—presented to the House on October 20, 1964 


. ASSISTANCE TO PROVINCES BY THE ARMED FORCES IN CIVIL EMERGENCIES. The Committee 


noted that certain provinces had not settled outstanding accounts with the Department 
of National Defence relating to assistance provided by the Armed Forces in civil emer- 
gencies in prior years. It also noted that as the Department had not been successful in 
collecting the accounts, they had been referred to the Executive for direction but such 
direction had not as yet been received. The Committee directed the Auditor General to 
inform it of the final outcome of these matters. 


In its Fifth Report 1968-69 the Committee expressed the opinion that, while the 
Federal Government should continue to assist the provinces in civil emergencies, out- 
standing accounts should be settled in view of the agreements to pay, or agreement must 
be reached on cost-sharing. It considered that this item should be included on the agenda 
of a future Federal-Provincial Conference for clarification and requested the Auditor 
General to keep it informed on further developments. See paragraph 108 of this Report. 


. PENSION AWARDS EFFECTIVE AT AN EARLY AGE. The Committee noted that the Department 


of National Defence has been conducting a general review of the benefits payable under 
the Canadian Forces Superannuation Act and has been considering the advisability of 
introducing deferred pensions similar to those provided for under the Public Service 
Superannuation Act and that this review is continuing. The Committee requested the 
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Auditor General to keep it informed as to the progress being made in the introduction 
of deferred pension benefits for servicemen retiring at comparatively early ages. 


In its Sixth Report 1966-67 the Committee noted that the departmental studies | 
were almost complete but that it would take some time for the Department to examine | 
them and arrive at conclusions. The Committee requested the Auditor General to keep | 
Members of the House informed of the progress being made. See paragraph 100 of this 


Report. 


it fully informed. 


In its Seventh Report 1966-67 the Committee noted that immediate steps were being | 
‘taken to include in the internal auditing procedures of the Superannuation Branch an 
examination of the employee’s contributions in relation to his salary and the documents || 
on file. It requested the Auditor General to continue to keep it fully informed. See — 


paragraph 179 of this Report. 


recorded how, in its Fourth Report 1963, it had expressed the view that since outlays on 


properties such as those held by the National Capital Commission are expenditures of | 
the Crown rather than income-producing investments, it would be more realistic were | 
Parliament asked to appropriate the funds in the years in which properties, which are 
not to be specifically held for resale, are to be acquired, instead of leaving the expendi- | 


ture involved in the repayment of loans to be absorbed in future years. 


After hearing further evidence, the Committee stated it continues to hold the view | 


that outlays on properties such as these are expenditures of the Crown rather than 
income-producing investments, and that Parliament should be asked to appropriate the 
funds in the years in which the properties are to be acquired. It pointed out that if this 
were done it would eliminate the need for Parliament to appropriate funds to the Com- 


mission to service loans made under the present practice. The Committee repeated its — 
request that the Department of Finance review the existing practice with the National — 
Capital Commission with a view to placing the financing of the Commission on a more > 


realistic basis. 


In its Seventh Report 1966-67 the Committee repeated its views on this matter and 
stated that it was glad to note the undertaking of the Department of Finance to review — 
and discuss the accounting treatment involved with the Auditor General. See also item | 
25 of this Appendix, paragraph 71 of this Volume and paragraphs 229 and 281 of 


Volume II of this Report. 


| 
INDIRECT COMPENSATION TO CHARTERED BANKS. The Committee recalled that, in its | 
Fourth Report 1963, it had advised the House that it was in agreement with the view 
of the Auditor General that the arrangement existing between the chartered banks and | 


the Government of Canada does constitute indirect compensation to the chartered banks — 
and that this may be construed as being contrary to the intent of section 93(1) of the. 
Bank Act. 


The Committee reiterated its belief that, if the banks are to be compensated for | 
services provided to the Crown, consideration should be given to the most equitable | 


. ERRORS IN PUBLIC SERVICE SUPERANNUATION ACCOUNT PENSION AND CONTRIBUTION CALCU- — 

LATIONS. The Committee expressed concern that this matter (first drawn to the attention _ 

of the Department of Finance by the Auditor General in 1959), which it regards as being | 
very serious, is taking so long to be corrected. It requested the Auditor General to keep — 


. INTEREST CHARGES ON LOANS TO THE NATIONAL CAPITAL COMMISSION. The Committee | 


ry. 
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manner in which this may be done, with statutory sanction being given by means of 
an appropriate amendment to the Bank Act, possibly at the time of the decennial 
revision in 1965. 


In its Seventh Report 1966-67 the Committee noted that notwithstanding this 
recommendation, Bill C-222, An Act respecting Banks and Banking, given first reading 
on July 7, 1966, includes a provision under subclause (2) of clause 93 designed to permit 
the continuation of the practice of compensating the banks indirectly for services pro- 
vided to the Crown by keeping non-interest-bearing funds (currently an aggregate of 
$100 million) on deposit with them. 


In the opinion of the Committee the proposed amendment does not meet its recom- 
mendation. See paragraph 72 of this Report. 


THE CANADA COUNCIL. The Committee stated that, in its Fourth Report 1963, it had noted 
that the Council proposed to accept the 1956 census as a basis for distribution of the 
profits realized and interest earned on the University Capital Grants Fund and also 
to accept the “hotch-pot” or trust fund approach to this distribution. Because of doubts 
expressed by other legal counsel and the Auditor General as to the propriety of applying 
these bases, the Committee had postponed further consideration of the matter. 


The Committee was informed that in the interim the Council had proceeded to 
allocate and distribute funds resulting from profits realized and interest earned on the 
foregoing bases. The Committee regarded the approach as a reasonable one, but because 
of the conflicting views held as to whether the action taken is ultra vires of subsection 
(2) (6) of section 17 of the Canada Council Act, recommended that steps be taken to 
seek amending legislation to provide clear authority for the Council to use the 1956 
census and the “hotch-pot” approach in the distribution of interest and profits in respect 
of the University Capital Grants Fund. 


In its Third Report 1966-67 the Committee again reiterated its recommendation 
and requested the Canada Council to formally request the Government to give consid- 
eration to the required amending legislation with the object of having it considered by 
Parliament prior to the final closing out of the University Capital Grants Fund. See 
paragraph 310 of Volume II of this Report. 


Seventh Report 1964-65—presented to the House on December 7, 1964 


SURPLUS ASSETS DISPOSAL. The Committee expressed deep concern that while physical 
inventory quantities are maintained and are readily available in respect of all the equip- 
ment and supply items maintained by the Department of National Defence, the pur- 
chase cost of the materials, including supplies and equipment stores at supply depots 
and at repair and overhaul contractors’ establishments, is not available. In accordance 
with sound business practice, it would be reasonable to ascertain, for the purposes of 
financial management control, the value of the inventory and what it costs to store and 
handle such an inventory. 


While the Committee expressed its satisfaction with the supervisory methods exer- 
cised by the Department of National Defence over its physical inventory quantities, 
it did not see how the Department can perform a really effective job of inventory 
management without knowing the value of the inventory and what it costs to carry it. 
Furthermore, the lack of any cost or carrying values has rendered it difficult for the 
Committee either to form any reasonable estimate of the value of the supplies on hand 
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or to determine what would seem to be a reasonable inventory level for a department 
the size of the Department of National Defence to maintain for the requirements of the 
three Armed Forces. In this connection it should be borne in mind that appropriations 
approved for the Department of National Defence have aggregated an average of $1,646 
million annually, of which $421 million related to equipment, materials and supplies, 
over the past five years so that it does not seem unreasonable for the Committee to 
expect that some maximum dollar figure of values should be established to govern the 
size of the inventory. It was explained to the Committee by the officials of the Depart- 
ment of National Defence that the Department has been studying this matter for some 
time and the hope is entertained that it will be possible in due course to record the dollar 
value of this stock subject to the extent to which the recommendations of the Royal 
Commission on Government Organization are implemented in the years ahead. The 
Committee found general agreement that the determination of this would contribute 
materially to an improvement in the management of an inventory of this size. 


The Committee made four recommendations of which the following has not yet 
been implemented: 


that every effort be made by the Executive to introduce at as early a date as possible an 
effective accounting change in the operations of the Department of National Defence 
whereby inventory quantities can be costed on acquisition and recorded in the quarterly or 
periodic inventory listings made by the Department. 


Eighth Report 1964-65—presented to the House on December 7, 1964 


AWARDS UNDER THE PENSION AcT. The Committee made the following recommendations 
designed to clarify the Act (see paragraph 191 of this Report): 


(a) that the extent of the powers delegated to the Commission under section 25 of the Act, “to 
grant a compassionate pension, allowance or supplementary award in any case that it considers 


to be specially meritorious” where the applicant is otherwise unqualified to receive such an award, 
be clarified by defining the term “specially meritorious”; 


(b) that the ambiguity under the Act whereby section 40 (2) appears to contemplate that a pension 
in respect of death of a member of the forces be limited to a single class of recipient whereas 
other sections of the Act provide that payments in respect of a death may be made concurrently 
to a widow (section 37), children (section 26) and parents (section 38), be eliminated; 


(c) that the inconsistency apparent under section 38 of the Pension Act, where pensions awarded to 
widowed mothers under subsection (3) thereof, which requires that the parent must be incapac- 
itated by mental or physical infirmity from earning a livelihood, are by reason of subsection (7) 
being continued in payment even though the widowed mothers have subsequently been able to 
undertake full-time employment, be removed; 


(d) that consideration be given to adding a section to the Pension Act similar to section 18 of the 
War Veterans Allowance Act to deal with cases where it appears to the Commission that there 


had been a deliberate disposal of property for the purpose of qualifying for a dependent parent 
award; 


(e) that, having regard for section 40 (1) of the Pension Act which provides that no person shall be 
awarded more than one pension in respect of death, the Commission reconsider the legality of its 
decision to permit an award to a dependent parent of a second pension in respect of the death 


of a child after the rights to a pension awarded in respect of the death of another child have been 
lost under the terms of section 45 (2) of the Act. 


WAR VETERANS ALLOWANCES. The Committee made the following recommendations (see 
paragraph 192 of this Report): 


(a) the Committee, after taking note of the increasing number of overpayments arising mainly from 
veterans making false or misleading statements, and of the fact that, although 80 such cases had 


15. 


16. 


Lie 


REPORT OF THE AUDITOR GENERAL — 1969 151 


been referred to the Board by the Auditor General in 1962 and 1963, in none of these had legal 
action been instituted, recommends that all cases of deliberate deception which come to notice 
be vigorously prosecuted; 


(b) that in cases where the presence of a child is the reason for an award at married rates, the 
income of the child, except income specifically exempted under the Act, be taken into account 
in determining the amount of the award. 


In its Fifth Report 1968-69 the Committee expressed concern that its previous 
recommendation that cases of fraud with respect to war veterans allowances be “vigor- 
ously prosecuted” could be interpreted by some as indicating that the Committee’s 
sole interest is in the recovery of the money. The Committee was aware that there may 
be mitigating circumstances and therefore recommended that the word “vigorously” 
be deleted. 


AMENDMENTS TO THE CUSTOMS ACT AND THE EXCISE TAX ACT. The Committee made four 
recommendations of which the following has not yet been implemented (see paragraph 
130 of this Report): 
Determination of ‘sale price’ for sales tax purposes— 
that an amendment be made to the Excise Tax Act designed to give statutory sanction to the 


existing scheme of valuation followed by the Department of National Revenue in authorizing 
manufacturers by regulation to compute the sales tax on less than the actual sale price. 


GENERAL ELECTION EXPENDITURE. The Committee noted the practice followed over the 
years of making accountable advances to election officers for the payment of office rental 
and various other expenses incurred in connection with an election. It noted that the 
Chief Electoral Officer in his report to the Speaker of the House of Commons on the 
1962 general election had recommended that the Canada Elections Act be amended to 
provide for the payment of an accountable advance to an election officer, limited to an 
amount which might be necessary to defray such office and other incidental expenses 
as may be approved under the tariff of fees, costs, allowances and expenses. 


The Committee recorded its support of this recommendation by the Chief Electoral 
Officer and expressed the hope that the amendment will be considered by Parliament 
at an early date. See paragraph 64 of this Report. 


ACCOUNTS NOT EXAMINED BY THE AUDITOR GENERAL. The Committee noted that although 
this officer of Parliament is the auditor of the majority of the Crown corporations, it has 
not been the practice of successive governments to appoint the Auditor General the 
auditor of seven of the Crown corporations and other public instrumentalities and that 
therefore their accounts have not been examined and reported upon by him to the House. 
The Committee expressed its belief that it would be in the best interests of Parliament 
in its control of public funds were the Auditor General empowered to audit the accounts 
of all of the Crown corporations, agencies and public instrumentalities owned or con- 
trolled by the Crown, wherever they may be, and to report thereon to the House. 


The Committee therefore recommended: 


(a) that the Auditor General be appointed either the sole auditor or a joint auditor pursuant to sub- 
section (2) of section 77 of the Financial Administration Act, of each Crown corporation, agency 
and other public instrumentality in respect of which other auditors have been or may be 
appointed ; 

(b) that in cases where such other auditors are appointed, they function as joint auditors with the 
Auditor General, and that such appointments be made by the Government. 
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In its Third Report 1966-67 the Committee repeated this recommendation. See also 
item 33 of this Appendix and paragraph 259 of Volume II of this Report. 


AUDIT OF THE OFFICE OF THE AUDITOR GENERAL. The Committee noted that pursuant to 
the provisions of section 75 of the Financial Administration Act, an officer of the public 
service nominated by the Treasury Board examines and certifies to the House of Com- 
mons in accordance with the outcome of his examinations the receipts and disbursements 
of the Office of the Auditor General. 


The Committee recommended that this section of the Financial Administration Act 
be amended to provide that the receipts and disbursements of the Office of the Auditor 
General be examined by a qualified person nominated by Parliament through its 
Standing Committee on Public Accounts, and that such person should report thereon to 
the House of Commons. In its Third Report 1966-67 the Committee reiterated this 
recommendation. 


Third Report 1966-67—presented to the House on June 28, 1966 


SALARY OF THE AUDITOR GENERAL. The Committee noted that whereas the salaries paid 
to the senior deputy ministers and others were substantially increased with effect from 
December 1, 1965, no proposal had been made to the House by the Government to adjust 
the salary of the Auditor General whose salary is fixed pursuant to section 65(2) of the 
Financial Administration Act. 


In order to render the Auditor General independent of the Executive in this regard, 
the Committee recommended that section 65(2) of the Financial Administration Act be 
amended to provide that the Auditor General shall out of the Consolidated Revenue 
Fund be paid a salary not less than the highest amount being paid to a senior deputy 
minister in the public service of Canada. 


SEPARATE ACT OF PARLIAMENT. The Committee is of the opinion that all of the character- 
istics, duties and functions of the Office of the Auditor General should be set out in a 
separate Act of Parliament governing this Office instead of being a part of the Financial 
Administration Act. 


The Committee requested the Auditor General to consult his legal advisers and to 
co-operate with them in drafting such an Act for submission to the Committee and to the 
Government. See paragraph 9 and Appendix 2 of this Report. 


STANDING COMMITTEE ON PUBLIC AccouNTS. The Committee has studied an arrangement | 
in Australia whereby the Public Accounts Committee is appointed under an Act of | 
Parliament instead of under terms of reference by the House of Commons as is the case 
in Canada. 


The Committee believes that control of public expenditure of the size and com- 
plexity taking place in Canada today requires a Committee established by statute and 
recommended that legislation of this type be introduced in the House. 


The Committee further recommended that the annual Public Accounts and the 
Report of the Auditor General be referred to the Public Accounts Committee at the time 
they are tabled in the House. 


22. 


23. 


24. 


25. 


REPORT OF THE AUDITOR GENERAL — 1969 153 
Fifth Report 1966-67—presented to the House on October 19, 1966 


POSSIBLE LOSS OF REVENUE WHEN GOODS LOSE TAX-EXEMPT STATUS. The Committee noted 
the manner in which the Customs and Excise Division of the Department of National 
Revenue places on owners and importers the onus for reporting any duty or tax which 
might become payable on non-tax paid equipment or goods. The Department maintains 
no control on such goods and consequently it is possible for equipment or goods to lose 
tax-exempt status without this coming to the attention of the Department, in which 
case there would be a loss of revenue to the Crown. 


The Committee urged the Department to strengthen its procedures wherever pos- 
sible so as to minimize any possible loss of revenue to the Crown. 


DRAWBACK PAID ON GOODS DESTROYED AFTER RELEASE FROM CUSTOMS. The Committee was 
concerned to note that it had been the practice of the Department of National Revenue 
(Customs and Excise Division) to recommend to the Governor in Council that duty 
drawbacks or remissions be made on goods “destroyed in Canada at the expense of the 
owner under Customs supervision” when section 22(6) of the Financial Administration 
Act directs that: “No tax paid to Her Majesty on any goods shall be remitted by reason 
only that after the payment of the tax and after release from the control of customs 
or excise officers, the goods were lost or destroyed.” 


The Committee is of the opinion that the Department should adopt a stricter atti- 
tude towards requests for refunds and remissions based on circumstances which lie out- 
side of normal business practice. 


TAX EXEMPTIONS FOR PARTICULAR GROUPS. Parliament from time to time grants exemp- 
tions from sales tax and/or other taxes to institutions such as hospitals or schools and 
groups of consumers such as loggers, farmers, etc. In the course of discussions with 
departmental officers and the Auditor General, there were indications that in some cases 
the benefits of such tax exemptions are enjoyed by those whom Parliament had not 
intended to assist. The Committee is aware that special exemptions increase the com- 
plexities of administering the tax law but, nevertheless, it feels that the laws must be 
administered so as to ensure that exemptions granted by Parliament are applied only 
in the way Parliament intended. 


The Committee urged the Customs and Excise Division of the Department of 
National Revenue in its administration of special exemptions always to see to it that 
the benefits from these exemptions go to, and only to, those for whom Parliament 
intended thern. 


Seventh Report 1966-67—presented to the House on October 26, 1966 


LOANS AND ADVANCES REPRESENTING GRANTS TO CROWN CORPORATIONS. The Committee 
again criticized the practice of treating amounts paid to a Crown corporation, which did 
not have means to repay them, as loans and advances rather than expenditures of the 
Crown. The Committee was disturbed to learn that not only had the financing in this 
manner of the National Capital Commission not been reviewed by the Department of 
Finance as requested by it (see item 9) but the practice had been continued and further 
extended by the Department of Finance in 1965 when the House was asked to approve 
loans aggregating $14,250,000 to the Canadian Broadcasting Corporation to finance 
capital requirements which in the past were financed by grants charged to budgetary 
expenditure. 
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The Committee again expressed the opinion that expenditures of this type are not 
loans or advances which can or should be regarded as revenue-producing assets but are 
in fact grants and should be charged directly to budgetary expenditure in the Public 
Accounts of Canada. The Committee noted the undertaking of the Department of | 
Finance to review and discuss the accounting treatment involved with the Auditor | 
General and expects the latter’s report thereon in due course. See paragraph 71 of this 
Volume and paragraph 229 of Volume II of this Report. 


PRAIRIE FARM EMERGENCY FUND. The Committee believes it is important that the matters — 
referred to by the Auditor General in paragraph 46 of his 1964 Report and paragraph 52 
of his 1965 Report be rectified and recommended that appropriate legislation be intro- 
duced as soon as possible. It requested the Auditor General to keep the matter before 
the House and the Committee. | 


Eighth Report 1966-67—presented to the House on November 3, 1966 


REPAIRS AND ALTERATIONS TO CANADIAN COAST GUARD SHIPS. The Auditor General, in para- | 
graph 85 of his 1964 Report, drew attention to an instance where a ship repairer com- | 
menced operations under a contract involving a consideration of $43,346 but the work 
actually performed under the contract amounted to $130,851 before the ship was | 
returned to service. 


The Committee appreciates the problem faced by the Department of Transport | 
when ships for which certain repairs have been contracted for require additional repairs, i 
the need for which is not evident until the ship is opened up. 


The Committee also appreciates the danger pointed out by the Auditor General that 
a shipyard could deliberately bid too low for the repairs specified in order to get the | 
ship into its yard, and then recoup any loss sustained by including excessive profits in 
charges for the carrying out of the additional work that is found to be required after the _ 
ship has been opened up. The Committee feels that everything possible should be done 
to assure the Canadian taxpayer that the tender system in the case of ship repairs | 
is working to ensure that costs of these repairs are not excessive, and it discussed with © 
departmental officers various ways in which this continuing problem might be 
overcome. | 


The Committee recommended that, in addition to all other methods which the 
Department might be able to employ in controlling the cost of extras, ship repair con- | 
tracts be drawn up to provide that when extras are involved they shall be undertaken — 
on a cost-plus or a modified cost-plus basis, the profit to be limited to the percentage 
of profit realized on the original contract price, with a proviso that no loss be suffered | 
on the extras and with the entire contract subject to cost audit by government 
auditors. ) 


COST OF SALVAGING SUNKEN VESSEL. The Committee is of the opinion that costs of recov-— 
ering a sunken vessel, the oil cargo of which was a threat to waterfowl, marine life and ! 
coastal property, should be the responsibility of the owner of the vessel and recom- 
mended that the Department of Transport take immediate steps to introduce the neces- 
sary legislation so that the Crown may be protected from such costs in future. See 
paragraph 182 of this Report. 


a 
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99. COST OF ABANDONED DESIGN PLANS FOR FERRY VESSEL. The Committee discussed with 


30. 


OL. 


32. 


officers of the Department of Transport and the Canadian National Railways the addi- 
tional payment of $20,000 which had to be made to the architects who were preparing 
plans for a ferry vessel to operate between Newfoundland and the mainland. 


In the opinion of the Committee this additional expenditure resulted because the 
Department and the C.N.R. had not come to an agreement as to whether the ferry 
vessel was to be a full icebreaker or simply an ice-strengthened ship, and emphatically 
stated that the Department should ensure in future that agreement is reached before 
architects are asked to proceed with the preparation of plans. 


Although the Treasury Board had approved payment to the architects of the final 
amount of $130,000 for the preparation of these plans, the Board had not been advised 
that this represented an increase of $20,000 over the amount which the architects had 
originally agreed to accept for the assignment. 


The Committee feels very strongly that the Treasury Board must be given all facts 
when it is being requested to approve of contracts, and it urged the Department to see 
that future submissions to the Board are complete in this respect. 


The Committee, recognizing that the ferries operated by the Canadian National 
Railways on behalf of the Department of Transport are in effect rail links, recommended 
that consideration be given to the assuming by the Railways of responsibilty for the 
procurement of ferry vessels as is done with respect to rolling stock requirements. 


INADEQUATE CONTROL OF STORES AT NORTHERN LOCATIONS. Following consideration of the 
situation disclosed in paragraph 104 of the Auditor General’s 1965 Report, the Com- 
mittee stated that it regards this matter as being of the utmost importance and urged 
the Department of Indian Affairs and Northern Development to establish adequate con- 


trols on all stores in the North with the least possible delay. See paragraph 83 of this 
Report. 


Tenth Report 1966-67—presented to the House on February 7, 1967 


SALARIES AND WAGES PAID FOR WORK NOT PERFORMED. The Committee reviewed the. prac- 
tice of the Canadian Broadcasting Corporation in making payments to employees for 
scheduled hours during daily or weekly tours of duty in excess of actual hours of attend- 
ance, noting that such payments aggregate $450,000 per annum. The Committee con- 
sidered that public funds should not be disbursed for work not performed and that 
managements of Crown corporations have a responsibility to ensure that the taxpayer’s 
money is not used for non-productive work of this nature. The Committee recommended 
that such payments be eliminated by the management as and when the present union 
agreements come up for renewal. See paragraph 54 of this Report. 


PROPOSED REMOVAL ALLOWANCE. The Committee recommended that the Department of 
National Defence give consideration to recommending the establishment of a cash allow- 
ance for members of the Armed Forces being transferred equivalent to 90% of the 
estimated costs of moving their furniture and that it advise the Chairman of the Com- 
mittee and the Auditor General of its decision. 


In its Fifth Report 1968-69 the Committee noted that the Deputy Minister of 
National Defence had advised that disadvantages in such a scheme were such as to make 
it unwise to establish a cash allowance. However, the Committee remained of the opinion 
that serious consideration should be given to such a plan and requested the Deputy 
Minister of National Defence to review this subject and report. 
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Eleventh Report 1966-67—presented to the House on February 7, 1967 


CENTRAL MORTGAGE AND HOUSING CORPORATION—APPOINTMENT OF AUDITORS. The Com- 
mittee strongly reiterated its previous recommendation that the Auditor General of | 
Canada should be the auditor or a joint auditor of all Crown corporations, agencies and 
public instrumentalities owned or controlled by the Crown wherever they may be and | 
that he report thereon to the House. The Committee therefore recommended that the | 
Auditor General of Canada be appointed the auditor or joint auditor of Central Mort- | 
gage and Housing Corporation. See also item 17 of this Appendix and paragraph 259 | 
of Volume II of this Report. 


CENTRAL MORTGAGE AND HOUSING CORPORATION—REPORTS OF THE AUDITORS. The Com- — 
mittee is of the opinion that it is entitled to be furnished with copies of all reports made © 
by the external auditors of any Crown corporation and requested that the Minister 
responsible for Central Mortgage and Housing Corporation instruct the Corporation to — 
make these available to the Committee for the fiscal years ended December 31, 1963 | 
and December 31, 1964 and to do so without further delay. 


Twelfth Report 1966-67—presented to the House on February 9, 1967 


RECONSTITUTION OF FINANCIAL STRUCTURE OF THE NATIONAL HARBOURS BOARD. The Com- | 
mittee is concerned that there appears to be little prospect of the National Harbours 
Board being in a position to meet its principal and interest obligations and recommended | 
that the financial structure of the Board be reconstituted. In this connection it was 
pleased to receive assurances that this matter was to be dealt with by the Department of 
Finance and the Board within the next twelve months. See paragraph 282 of Volume II | 
of this Report. 


Thirteenth Report 1966-67—presented to the House on March 1, 1967 


PARLIAMENTARY CONTROL OF EXPENDITURE. The Committee expressed the opinion that | 
there is a weakening of parliamentary control when Parliament is unable to take the 
time to examine in detail the amounts being requested as interim supply particularly | 
when these exceed the normal one-twelfth for each month for which interim supply is 
requested. It considers it unfortunate that the parliamentary rules do not provide for’ 
immediate consideration of the Estimates after they are presented to the House so that 
the proposed spending can be approved and interim supply would not be required so | 
extensively. It feels that the rules could and should be changed in this regard in order | 
not only to strengthen parliamentary control of public funds but to give the Executive 
the clear mandate it deserves in the discharge of its heavy responsibilities. 


| 

The Committee submitted recommendations designed to strengthen parliamentary | 
control of public expenditures in the future of which the following is still outstanding | 
(see paragraph 47 of this Report): 


that there be no change in the Treasury Board’s procedure whereby it is the agency which deter- 
mines the Government’s overall cash requirements in stated areas, e.g. salary increases. However, 
once this determination is completed and the individual departmental needs established, the | 
Committee believes that the additional amount required by each department should be made’ 
the subject of a supplementary estimate prepared by the department concerned for submission | 
to Parhament for its consideration and appropriation in the usual manner. 
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Fifth Report 1968-69—presented to the House on June 26, 1969 


37. EXCESSIVE ADVANCE PAYMENTS UNDER CONTRACTS. The Committee noted that an advance 
payment of $6.7 million, the full amount of a contract, had been made in March 1966 
under a contract entered into on March 21, 1966. The Committee did not approve of the 
circumventing of the lapsing provision of section 35 of the Financial Administration 
Act in this way and recommended that the Treasury Board instruct departments 
not to contract themselves into obligations to make advance payments in order to avoid 
the lapsing of any portion of an appropriation. 
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APPENDIX 2 


Proposed Auditor General of Canada Act 


Notes: (1) Italicised words indicate significant changes from the wording of the Financial Administration 
Act in 1967. 
(2) Because of amendments to the Financial Administration Act, some of the sections referred 
to in that Act differ from what they were when this proposed Act was drafted in 1967. 


An Act respecting the Auditor General of Canada 


HER Majesty, by and with the advice and consent of the Senate and House of | 
Commons of Canada, enacts as follows: 


Short Title 
1 This Act may be cited as the Auditor General of Canada Act. 


Interpretation 
2. (1) In this Act 
(a) “Auditor General” means the Auditor General of Canada; 
(b) “Crown corporation” means a corporation that is ultimately accountable, through 


a Minister, to Parliament for the conduct of its affairs and includes a departmental | 
corporation, an agency corporation and a proprietary corporation; 


(c) “Minister” means the Minister of Finance and Receiver General of Canada; 


(d) “public property” means property, immovable or movable, real or personal, belong- | 
ing to Her Majesty in right of Canada and includes property belonging to a Crown | 
corporation. 


(2) Unless otherwise provided in this Act the following words and expressions used in 

this Act have the same meaning as in the Financial Administration Act, 

(a) “agency corporation”; 

(b) “appropriation”’; 

(c) “Consolidated Revenue Fund”; 

(d) “department”; 

(e) “departmental corporation”; 

(f{) “money”; 

(g) “money paid to Canada for a special purpose”; 

(h) “negotiable instrument”; 

(1) “proprietary corporation” ; 

(j) “public money”; 

(k) “public officer”; 

(1) “registrar”; — 

(m) “Treasury Board”; 

(n) “securities”, 


Auditor General 


3. (1) The Governor in Council shall by commission under the Great Seal of Canada appoint 
an officer called the Auditor General of Canada. 
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Corresponding sections of the 
Financial Administration Act 


New 


New 


Section 76.(1)(c) “ “Crown corporation” means a 
corporation that is ultimately accountable, through a 


Minister, to Parliament for the conduct of its affairs, 
and includes the corporations named in Schedule B, 


Schedule C and Schedule D;” 


Section 2.(i) “ “Minister”? means the Minister of 
Finance and Receiver General ;” 


New 


New 


Section 65.(1) “The Governor in Council shall by 
commission under the Great Seal of Canada appoint 
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Explanation of changes proposed 


2.(1)(d) See also sections 9, 13(2) and 17 and com- 
ments under section 9 of the proposed Auditor General 


of Canada Act. 


2.(2)(a) to (n) In order to avoid ambiguity or incon- 
sistency the definitions ascribed to these terms in the 
Financial Administration Act are carried into the pro- 
posed Auditor General of Canada Act. 


3. Except for tenure of office, section 3 of the pro- 
posed Auditor General of Canada Act is the same in 
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(2) The Auditor General holds office until he has attained the age of sixty-five years | 
but his term of office may be extended by the Governor in Council for a period not exceeding | 
five years. 


(3) Notwithstanding subsection (2), the Auditor General is removable by the Governor 
General on address of the Senate and House of Commons. 


4. The Auditor General shall out of the Consolidated Revenue Fund be paid each year 
a salary in an amount not less than the maximum amount of the salary payable to a Deputy | 
Minister in the Public Service of Canada in such year. | 


5. The Governor in Council may appoint a person temporarily to perform the duties of | 
the Auditor General during a vacancy in the office of Auditor General. 


Staff of Auditor General 
6. (1) The Auditor General may 


(a) appoint such officers and employees as are necessary to enable the Auditor General | 
to perform his duties; | 


(b) subject to the provisions of subsection (2), prescribe the conditions of their employ- 
ment with the approval of the Treasury Board; 


(c) prescribe the duties of such officers and employees; and 


(d) suspend from the performance of his duty or remove or dismiss any officer or | 
employee so appointed by him. 


(2) The officers and employees of the Auditor General appointed as provided in subsection | 


(1) shall be paid such salaries and expenses as are fixed by the Auditor General with the 
approval of the Treasury Board. 


(3) The Auditor General may designate one or more of the officers appointed as provided 
in subsection (1) as Assistant Auditor General or Assistant Auditors General. The Assistant | 
Auditor General or, if there are more than one, an Assistant Auditor General in order of 
seniority, as determined by the Auditor General, shall act for the Auditor General in his absence. 


(4) Each officer and employee employed by the Auditor General under this section shall, 
before any remuneration is paid to him, take and subscribe the oath of allegiance and the oath 
of office and secrecy set out in Schedule A. 


Section 65.(4) 
“necessary to enable the Auditor General to perform 
his duties shall be appointed in accordance with the 
_ provisions of the Civil Service Act.” 
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an officer called the Auditor General of Canada to 
hold office during good behaviour until he attains 
the age of sixty-five years, but he is removable by 
the Governor General on address of the Senate and 
House of Commons.” 


Section 65.(2) “The Auditor General shall out of the 
Consolidated Revenue Fund be paid a salary of thirty 
thousand dollars per annum.” 


| Section 65.(5)—identical. 


“Such officers and employees as are 


— New 
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substance as section 65(1) of the Financial Administra- 
tion Act. The change in form has been made to 
reflect current governmental drafting as evidenced by 
the Representation Commissioner Act (Statutes of 
Canada, 1963, chapter 40). 


Under the Public Service Superannuation Regula- 
tions persons having the rank of deputy head may, 
with the approval of the Prime Minister, continue in 
office on a year to year basis after attainment of 
age 65. It is considered desirable that some flexibility 
in the tenure of office of the Auditor General should 
also be provided for. Accordingly, subsection (2) of 
section 3 of the proposed Auditor General of Canada 
Act empowers the Governor in Council to extend the 
tenure of office of the Auditor General for a maximum 
period of five years. 


4. In order to remove the Auditor General’s depen- 
dence upon the introduction by the Executive of a 
special bill to adjust his salary, the Public Accounts 
Committee has recommended: 


“that section 65(2) of the Financial Administra- 
tion Act be amended to provide that the Auditor 
General shall out of the Consolidated Revenue 
Fund be paid a salary not less than the highest 
amount being paid to a senior deputy minister 
in the public service of Canada.” (Third Report 
to the House, June 28, 1966. Minutes of Proceed- 
ings June 23, 1966, page 853). 


Section 4 of the proposed Auditor General of Can- 
ada Act gives effect to this recommendation. 


6. The Public Accounts Committee has stated that: 
“Tt continues to be the opinion of the Committee 
that it is fundamental that the Office of the 
Auditor General of Canada be strong, capable, 
efficient and equipped to operate in accordance 
with the high standards of independence and ob- 
jectivity expected of professional accountants. 
The Committee believes that as an officer of 
Parliament, the Auditor General should have the 
right to recruit the professional and senior staff 
he needs, in the same independent manner as do 
other officers of Parliament and that the Auditor 
General’s establishment be set in the same manner 
as government departments.” (Third Report to 
the House, June 28, 1966. Minutes of Proceedings 
June 23, 1966, page 852). 


Section 6 of the proposed Auditor General of Can- 
ada Act gives effect to this recommendation. This 
section is similar to section 10 of the Representation 
Commissioner Act which provides as follows: 

“10.(1) The Commissioner may 

(a) appoint such officers and employees as are 
necessary for the proper conduct of the work 
of the Office of the Commissioner; and 
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eae The Auditor General and the officers and employees of the Auditor General appointed 
as provided in subsection (1) of section 6 shall be deemed to be persons employed in the Public 


Service for the purpose of the Public Service Superannuation Act. | 


8. The Auditor General may engage the services of counsel, accountants and other experts 
to advise him in respect of any matter arising out of his duties and may pay proper and © 
reasonable compensation to such counsel, accountants and other experts for such services. 


9. Notwithstanding any other Act, 


(a) the Auditor General is entitled to be appointed the auditor of a Crown corpor- 


ation; and 


(b) where a person other than the Auditor General is appointed the auditor of a> 
Crown corporation, the Auditor General shall be a joint auditor of such corporation. | 


Duties of the Auditor General 


10. The Auditor General shall examine in such manner as he may deem necessary the | 


accounts relating to the Consolidated Revenue Fund and to public property and shall ascertain | 
whether in his opinion 


(a) the accounts have been faithfully and properly kept; 


| 
{ 
i 
| 
| 
Ht 
i) 
\ 
1 
| 
\ 


| 


REPORT OF THE AUDITOR GENERAL — 1969 


Section 65.(3) “The provisions of the Public Service 
Superannuation Act, except those relating to tenure of 
office, apply to the Auditor General.” 


_ New 


Section 77.(2) “Notwithstanding any other Act, the 
Auditor General is eligible to be appointed the auditor, 
or a joint auditor, of a Crown corporation.” 


New 
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(b) prescribe the duties of such officers and em- 
ployees and, subject to the approval of the 
Treasury Board, prescribe the conditions of 
their employment. 


(2) The officers and employees of the Com- 
missioner appointed as provided in subsection (1) 
shall be paid such salaries and expenses as are 
fixed by the Commissioner with the approval of 
the Treasury Board.” 


7. Section 7 of the proposed Auditor General of 
Canada Act ensures to the Auditor General and his 
staff the benefits of the Public Service Superannuation 
Act. A similar provision is contained in the Represen- 
tation Commissioner Act which provides as follows: 


“12. The Commissioner and the officers and em- 
ployees of the staff of the Commissioner appointed 
as provided in subsection (1) of section 10 shall 
be deemed to be persons employed in the Public 
Service for the purposes of the Public Service 
Superannuation Act.” 


8. Section 8 of the proposed Auditor General of Can- 
ada Act provides statutory authority for engagements 
now authorized or required to be authorized by the 
Governor in Council. 


9. See also sections 2(1)(d), 13(2) and 17 of the 
proposed Auditor General of Canada Act. 


The Public Accounts Committee has expressed its 
belief that: 


“7¢ would be in the best interests of Parliament 
in its control of public funds were the Auditor 
General empowered to audit the accounts of all 
of the Crown corporations, agencies and public 
instrumentalities owned or controlled by the 
Crown, wherever they may be, and to report 
thereon to the House” 
and has recommended 


“(a) that the Auditor General be appointed either 
the sole auditor or a joint auditor pursuant to 
subsection (2) of section 77 of the Financial 
Administration Act, of each Crown corpora- 
tion, agency and other public instrumentality 
in respect of which other auditors have been 
or may be appointed; 

(b) that in cases where other auditors are ap- 
pointed, they function as joint auditors with 
the Auditor General, and that such appoint- 
ments be made by the government.” (Third 
Report to the House, June 28, 1966. Minutes 
of Proceedings June 23, 1966, page 852). 


Effect is given to these recommendations by section 
2(1)(d), section 9, section 13(2) and section 17 of the 
proposed Auditor General of Canada Act. 
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(b) all public money has been fully accounted for, and the rules and procedures 
applied are sufficient to secure an effective check on the assessment, collection and 
proper allocation of the revenue; 

(c) money has been expended for the purposes for which it was appropriated by 
Parliament, and the expenditures have been made as authorized; and 

(d) essential records are maintained and the rules and procedures applied are suf- 
ficient to safeguard and control public property. 


aL The Auditor General shall 
(a) make such examination of the accounts and records of each registrar as he deems || 
necessary, and such other examinations of a registrar’s transactions as the Minister | 
may require; and | 
(b) when and to the extent required by the Minister, participate in the destruction of | 
any redeemed or cancelled securities or unissued reserves of securities, authorized to | 
be destroyed by the provisions of the Financial Administration Act; | 
and may, by arrangement with the registrar, maintain custody and control, jointly with the | 
registrar, of cancelled and unissued securities. | 


12. The Auditor General shall examine and certify in accordance with the outcome of his }) 
examinations the several statements required by the provisions of the Financial Administration 
Act to be included in the Public Accounts, and any other statement that the Minister may 

present for audit certificate. | 


13. (1) The Auditor General shall report annually to the House of Commons the results of a 
the examinations required to be made by him by this Act and shall call attention to every | 
case in which he has observed that | 
(a) any officer or employee has wilfully or negligently omitted to collect or receive | | 
any money belonging to Canada; | 


(b) any public money was not duly accounted for and paid into the Consolidated | 
Revenue Fund; : 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not | 
authorized by Parliament; | 
(d) an expenditure was not authorized or was not properly vouched or certified; 
(e) there has been a deficiency or loss through the fraud, default or mistake of any { u 
person; or 7 
({) a special warrant authorized the payment of any money; ) 


and to any other matter that in his opinion should be brought to the attention of the House ) i 
of Commons. 


(2) The Auditor General shall include in the report made by him as provided in subsection | |; 
(1), such information as in his opinion should be brought to the attention of the House of 
Commons in relation to the accounts and financial statements of any Crown corporation and | 
the report of the Auditor or joint auditors thereon. 


Ot ne 


(3) The report of the Auditor General shall be laid before the House of Commons . 
the Minister on or before the 31st day of December or, if Parliament is then not in session, 
within fifteen days after the commencement of the next ensuing session and, if the Minister 
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| Section 68. “The Auditor General shall 


(a) make such examination of the accounts and rec- 
ords of each registrar as he deems necessary, and 
such other examinations of a registrar’s trans- 
actions as the Minister may require, and 


(b) when and to the extent required by the Minister, 
participate in the destruction of any redeemed or 
cancelled securities or unissued reserves of securi- 
ties, authorized to be destroyed under this Act, 

and may, by arrangement with the registrar, maintain 

custody and control, jointly with the registrar, of can- 
celled and unissued securities.” 


Section 69. “The Auditor General shall examine and 

certify in accordance with the outcome of his ex- 

aminations the several statements required by section 

64 to be included in the Public Accounts, and any 

other statement that the Minister may present for 

audit certificate.” 

Section 70.(1) “The Auditor General shall report an- 

nually to the House of Commons the results of his 

examinations and shall call attention to every case 
in which he has observed that 

(a) any officer or employee has wilfully or negligently 
omitted to collect or receive any money belonging 
to Canada, 

(b) any public money was not duly accounted for and 
paid into the Consolidated Revenue Fund, 

(c) any appropriation was exceeded or was applied 
to a purpose or in a manner not authorized by 
Parliament, 

(d) an expenditure was not authorized or was not 
properly vouched or certified, 

(e) there has been a -deficiency or loss through the 
fraud, default or mistake of any person, or 

(f) a special warrant authorized the payment of any 
money, 

and to any other case that the Auditor General con- 

siders should be brought to the notice of the House 

of Commons.” 


New 


Section 70.(2)—identical. 
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13.(1) Section 13 of the proposed Auditor General of 
Canada Act is identical with section 70(1) of the 
Financial Administration Act except for the italicised 
word. Section 87(1) of the Financial Administration 
Act requires that the auditor of a Crown corporation 
report the results of his examination of the accounts 
and financial statements of such corporation to the 
appropriate Minister and specifies the particular mat- 
ters which the report must contain. Section 87(1) also 
requires that: 
“the auditor shall call attention to any other mat- 
ter falling within the scope of his examination that 
in his opinion should be brought to the attention 
of Parliament.” 
It is considered desirable that the omnibus provision 
of section 13(1) of the proposed Auditor General of 
Canada Act and section 87(1) of the Financial Ad- 
ministration Act should contain the same descriptive 
word. 


13.(2) See comments under section 9 of the proposed 
Auditor General of Canada Act. 
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does not, within the time prescribed by this section, present the report to the House of 
Commons, the Auditor General shall transmit the report to the Speaker for tabling in the 
House of Commons. 


14. The Auditor General shall, whenever the Governor in Council or the Treasury Board 
directs, inquire into and report on any matter relating to the financial affairs of Canada or to 
public property and on any person or organization that has received financial aid from the 
Government of Canada or in respect of which financial aid from the Government of Canada 
is sought. 


15. Blank. (Corresponding section 72 of Financial Administration Act since repealed.) 


16. Whenever it appears to the Auditor General that any public money has been improperly 
retained by any person, he shall forthwith report the circumstances of such cases to the President 
of the Treasury Board. 


17. (1) Notwithstanding any Act, the Auditor General is entitled to free access at all con- 
venient times to all files, documents and other records relating to the accounts of every depart- 
ment or Crown corporation, as the case may be, shall provide the necessary office accommodation 
the Public Service and the directors and officers of every Crown corporation such information, 
reports and explanations as he may deem necessary for the proper performance of his duties. 


(2) The Auditor General may station in any department or Crown corporation any person 
employed in his office to enable him more effectively to carry out his duties, and the depart- 
ment or Crown Corporation, as the case may be, shall provide the necessary office accommodation 
for any such officer so stationed. 


(3) The Auditor General shall require every person employed in his office who is to 
examine the accounts of a department or a Crown corporation pursuant to this Act to comply 
with any security requirements applicable to, and to take any oath of secrecy required to be 
taken by, persons employed in that department or Crown corporation. 


18. The Auditor General may examine any person on oath on any matter pertaining to 
any account subject to audit by him and for the purpose of any such examination the Auditor 
General may exercise all the powers of a commissioner under Part 1 of the Inquiries Act. 


19. The House of Commons by resolution may appoint any person to examine and certify 
in accordance with the outcome of his examinations the receipts and disbursements of the 
office of the Auditor General and shall fix the remuneration of the person so appointed. Such 
remuneration shall be paid out of the Consolidated Revenue Fund. 


General 


20. (1) Notwithstanding section 3 of this Act, the person who upon the coming into force of 
this Act held the office of Auditor General of Canada under the Financial Administration Act 
continues to hold the office of Auditor General of Canada, subject to the provisions of this Act. 


| Section 75. 


Section 66.(1) 
General is entitled to free access at all convenient 


Section 66.(3) 
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Section 71.—identical. 


Section 73—identical. 


“Notwithstanding any Act, the Auditor 


times to all files, documents and other records relating 
to the accounts of every department, and he is also 
entitled to require and receive from members of the 
public service such information, reports and explana- 
tions as he may deem necessary for the proper per- 
formance of his duties.” 


Section 66.(2) “The Auditor General may station in 


any department any person employed in his office to 


enable him more effectively to carry out his duties, and 
the department shall provide the necessary office ac- 
commodation for any such officer so stationed.” 


“The Auditor General shall require 
every person employed in his office who is to examine 
the accounts of a department pursuant to this Act to 
comply with any security requirements applicable to, 
and to take any oath of secrecy required to be taken 
by persons employed in that department.” 


Section 74—identical. 


“An officer of the public service nomi- 


_ nated by the Treasury Board shall examine and certify 


to the House of Commons in accordance with the 


- outcome of his examinations the receipts and disburse- 


ments of the office of the Auditor General.” 


New 
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17. See comments under section 9 of the proposed 
Auditor General of Canada Act. 


19. For the purpose of preserving the independence of 
the Office of the Auditor General, the Public Accounts 
Committee has recommended that section 75 of the 
Financial Administration Act be amended 


“to provide that the receipts and disbursements of 
the Office of the Auditor General be examined by 
a qualified person nominated by Parliament 
through its Standing Committee on Public Ac- 
counts, and that such person should report thereon 
to the House of Commons.” (Third Report to the 
House, June 28, 1966. Minutes of Proceedings 
June 23, 1966, page 852). 


This section gives effect to the foregoing resolution. 


20. This section is transitional. It is necessary in 
order to continue in office the Auditor General and the 
members of his staff holding office at the time the 
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(2) Notwithstanding section 6 of this Act, every person who held a position in the office 
of the Auditor General of Canada under the Financial Administration Act at the coming into 
force of this Act continues to hold that position, subject to the provisions of this Act. 


Consequential Amendments 


21. (1) Section 2 of the Financial Administration Act is amended by adding thereto im- 
mediately after paragraph (b) thereof, the following paragraph: 
“(bb) “Auditor General” means the Auditor General of Canada;”’ 


(2) Part VII of the said Act is repealed. 


SCHEDULE A 


Oath of Office and Secrecy 


I, (A.B.) solemnly and sincerely swear that I will faithfully and honestly fulfil the 
duties that devolve upon me by reason of my employment in the office of the Auditor General 
of Canada and that I will not, without due authority in that behalf, disclose or make known 
any matter that comes to my knowledge by reason of such employment. So help me God. 
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proposed Auditor General of Canada Act comes into 
effect and Part VII of the Financial Administration 
Act is repealed. 


New 21. The proposed Auditor General of Canada Act will 
replace Part VII of the Financial Administration Act 
which must therefore be repealed. As the expression 
“Auditor General” appears in other Parts of the 
Financial Administration Act it is considered desirable 
that it be defined in that Act. 


New This is the counterpart of the oath of office and 
secrecy prescribed in the Public Service Employment 
Act (Statutes of Canada 1966-67, chapter 71). 
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(with comparative figures as at March 31, 1968) 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE 
BY DEPARTMENTS, CROWN CORPORATIONS AND OTHER INSTRUMENTALITIES 


Authorized and on Strength as at March 31, 1969 


APPENDIX 3 


Employees authorized 


March 
1969 


ee | | | | | 


10, 165 
246 
164 


March 


1968 


Name of Department, Crown Corporation 


(Decrease) 


Increase or Other Instrumentality 
DEPARTMENTS (Note 1)— 
Agriculture— 

159 Departmental Admimistration. ...... 00. .ccbsenssewes 
(4) esearen Bran’ ooh elo sawn A vida eA sie bane neers 
11 Production and Marketing Branch................... 
41 Health of Animals Branca ciety oweda nebipeeeuu 

(27) Prairie Farm Assistance Administration............. 

113 Board of Grain CommMissSioners.........e.cececececes 

(29) Canadian Government Elevators............eeeeeees 

264 
10 AviditonGreneral’s TMCewid och Reve sos Bae y oe 
41 Canadian Radio-Television Commission (formerly 

Board of Broadcast Governors) Ji. ec. alsa cat sadawn 
Canadian Transport Commission— 
— AC SDISELO LION whit Satine s Geis co sah vo Ro aos eee wads 
— Air Transport Committee.) cs OhUk we zeae e keane 
— Railway Transport. Committee... .......0) ce. s cesses 
— Water Transport Gommitteés 0. /alsecsc cues os aan 
— Motor Vehicle Transport Committee................ 
— SRESCAPCEE ce Uh Sarees Bis ey ie ik ok oe tees See 
Consumer and Corporate Affairs— 
16 Departmental. Administrations. teh. hast aeeeek 
_- Bankruptcy Act Administration....:....:...0csee00- 
10 Combines Investigation Act Administration......... 
9 Corporations Piranen: .a fac cau evueeoeeereceeds else 
8 Patent, Copyright and Industrial Designs Division. . 
4 Weate Marks Cie el elk ehiek soiae  bcscesi eats a eas 
— Restrictive Trade Practices Commission............ 
72 Bureau of Consumers Afiaire. iis. huaecsed bok enen’ 
119 
Defence Production— 

280 Departinental Administration... 4.6 cdi cual dey sae 
(78) Finance Ipranenesncy hic vv cncd 6h eile ce eilek sau cieianwes 

(423) Canadian Government Purchasing Service.......... 

(138) Canadian Government Supply Service............... 
17 Canadian Government Printing Bureau.............. 
(19) Publie' Printing sid Stationery ssc... 5 ssc a eee dees 

(861) 

35 Dominion Bureau ‘of Statistics:...s..c06sc0bcacedeeesees 
Energy, Mines and Resources— 

118 Departmental Administration. ..o. i325 clin oan ce 

8 Mineral Resources Branch: stoic eon yeacetow «bean es 

a7 Surveye and Manpnitie Branch is. 6.6000 <eiciesc'e seeks 

200 Marine Sciences Drene nek cuiaiie dy aidnae Rison Siew ee 
33 ClelOri Gal HEE Vy. soa acs «clear cise deo rere kane cee 
19 Rimes TiFately costes ch seu has Fee es Sa eats eee 
(7) Observatories prance: c.  tdakcas suse dwatie acewiek en ears 
(11) Polar Continental Shelf Project... .¢.5:.<.00< cesess aad 
89 [uland | Waters BEAnoi; sie. toce esa vee cs ee doesn. 
60 Poliey and Planning Branch; (i536. ccdics chime cs anne ane 


Employees on strength 


March 


1969 


March 


1968 


Increase 
(Decrease) 


bo 
WCONnNFNAWQ 


a a 


— 


—_  - 


| 
| 
| 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on strength 
a Name of Department, Crown Corporation 
March March Increase or Other Instrumentality March March Increase 
1969 1968 (Decrease) 1969 1968 (Decrease) 


DEPARTMENTS (Note 1)—Continued 


16 a (1) Dominion Cod DOard «cs. 5 ss cea eae) <% shieets 15 16 (1) 
146 144 2 National dinerey BOAris 66 6o.5 sb wadeneeibs oc ce sl 122 138 (16) 
31 28 3 Atomic Energy Control Board.......5.650..0e0 000. 20 ai 2 
5,577 5,037 §40 4,992 4,643 849 
External Affairs— 
3,020 3,351 172 Poxvernal A frre. OAM on wameebite te pu ediew a WD kes 6's ote 3,416 e112 304 
500 496 4 Canadian International Development Agency....... 438 345 93 
12 12 — International Joint Commission................0505. 11 11 — 
4,085 3,859 176 8,865 8, 468 397 
Finance— 
348 345 3 Departmental Administration... fies joe tia 4's a s'sls 309 291 18 
Comptroller of the Treasury— 
4 4 —— COUIDULELIOE @ AITICE, 5 sc 5s cle wae ee is Bie alse bie dinle ate 4 4 —— 
23 23 — Accounting Advisory Service...............eeeeeee 14 15 (1) 
186 189 (3) Accounting and Special Services................... 185 178 7 
14 14 — Authorities Advisory Service..........0sccecceee. 14 13 1 
376 376 — ANIL Ser vices 1 Va) Ja rte ig eae toe ee cnt SS 4, 343 351 (8) 
35 29 6 Planning and Development. 2,500) ¢p4.aaiadide oes sb 31 17 14 
Operations— 
f 13 13 — PIORO Chiat COPS Cees eee eile ce oe eM cil ee Satie 17 13 4 
589 589 — Central Services... 3.5; 750s eer ve laaiinntareea aut 668 556 112 
| 1, 663 1,705 (42) COTE bias race chee hot a ee Sk PUA nee es, 1,520 1,627 (107) 
2,076 2, 266 (190) ey id oss cc Ue etka oe oe a tel rE ad evark sc 2,129 2,084 45 
220 211 9 SU MCTANUUA TION, <6. ic uence de eee en Seale ce 192 194 (2) 
72 72 = Bureau of Management Consultants................ 67 65 2 
| 26 26 — Guaranteed Loans Administration..............0000. 23 22 1 
| 4 4 sae Inspector General, of Banks: 5.3.0 banseiucn + eb <6 s 3 3 — 
4 4 — Municipal Development and Loan Based ATE Oe RE 4 (4) 
377 384 (7) ALOE) Canara iar ATI We ihe es anaes ara sa aie WAR ooh 356 361 (5) 
43 43 we oF BEITG BOGE). \:.'. chailiian tame Malu Mk woke Oe ea sh 36 38 (2) 
13 — 13 Aritt- Daniping “Pribunaleys idst oh ere eens a eee eee 7 as 7 
6,086 6,297 (211) 6,918 5,836 82 
Fisheries— 
Fisheries Branch— 
114 91 23 Departmental Ad ministration). et v5.0. s06e05 5.06. 96 84 12 
208 204 4 Field Services Administration. :.00 0.054 les ee ces 191 186 5 
671 830 (159) Conservation and Protection Service.............. 634 725 (91) 
413 389 24 Resource Development Service...............0006. 368 |, 3i2 (4) 
405 372 33 Taspection Service ass iin, le uie fave shana eatin os Ue 373 849 24 
318 337 (19) Miscellanicotis RerwiGas 5 wesiabianiant: eecive yb 22 o0- 242 264 (22) 
Forestry Branch— 
120 120 — Departmenta] ‘Administration i405 csasscess os aes 91 91 — 
2,112 1,909 203 Research and’ Servis hi css ie on diass wewm © oa ve 1,789 1, 708 81 
920 940 (20) Fisheries Research Board of Canada................ 796 804 (8) 
5,281 6,192 8&9 4,680 4,683 (8) 
Forestry and Rural Development— 
186 114 72 Departmental. Administrations). powscie fo. tia eben oe. 182 107 75 
147 193 (46) Hiral. Development Branch. 6.} los weusareanadee oss de 146 178 (32) 
909 1,165 (256) Prairie Farm Rehabilitation Administration........ 877 1,015 (138) 
50 54 (4) Area Devclonment-AGenCy oii vce as eiied ch dekh. ok 47 48 (1) 
21 22 (1) Experimental Projects Branch..............e000eees 20 20 — 
76 79 (3) Atlantic Development Board... .j 002.5. so. ce Se oslese es 71 73 (2) 
1,389 1,627 (238) 1,343 1,441 (98) 
82 83 (1) | Governor General and Lieutenant-Governors.......... 67 64 3 


Indian Affairs and Northern Development— 
343 314 29 Departmental AG ministration asc ie'eiecsc's cosas clale c's o's 287 265 22 
Indian Affairs— 
730 746 (16) INCPRTANIR ETA BION ssi eae aed d «dos Bada he see ds 693 688 5 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on strength 
os Name of Department, Crown Corporation 
March March Increase or Other Instrumentality March March Increase 
1969 1968 (Decrease) 1969 1968 (Decrease) 


—— | EES | nn | 


DEPARTMENTS (Note 1)—Continued 


813 712 101 Developmentins 444. Ras SO ee ee 2 ook 728 623 105 
2,203 2,410 (207) Pidueation: 12462554. ecN ea es ee oe es Pee ees as cab 1,962 2,368 (406) 
Northern Program— 
737 743 (6) AULT ELA DION: cs ucts obec ene eee ne eee 665 712 (47) 
709 644 65 Hii GarGio eee eda ole oo o's hee ate a ice eit ere 681 630 iy 
225 422 (197) Regional Development....... 7oPItees ae eek 189 403 (214) 

97 84 13 Territorial Governments s::..f0R Ve Sea es 97 84 13 

28 28 _ Northern Séience Research: (24 See... ek 26 23 3 
212 114 98 Resource and Economic Development............. 152 96 56 

Conservation— 
267 282 (15) ALIN UTRUS BYE ION Marea Beas fs osc id Do lcs ore la 223 264 (41) 
2,425 2,817 (392) National Parks: oc.cice.k whe vhcnbeaieicces setts ee oe 1,020 1,588 (568) 
280 393 (113) Historie: Sites cos ster ee alee os ee es Ce eas ws ch 199 320 (121) 
220 197 23 Canadian. Wildliteuservice: sen. ¢. corer ee es was ve 188 167 21 
9,289 9,906 (617) 7,110 8,231 (7, 121) 
Industry— 

24 31 (7) Bxecutive 0 fiees 1S Poo Rees 5 ot ee eee kink 14 27 (13) 
262 313 (52) Finance and Administration. ..F9et 2 2 2c ee ot 250 250 — 
150 155 (5) Alvisory Groups see cette ee Pees Ie «<n waa 116 130 (14) 
473 472 1 COMETAUIONS: occ c bce ae sd eines 2 ee ee ale oe 386 392 (6) 
909 971 (62) 766 799 (33) 
144 135 9 DNSUTaNCG th hth Se ek ee £4 OR ce ee St cele chad 124 123 1 
532 465 67 Justice 6.55% SOAS AeA tae eee ee eee na cs ae ook 481 410 71 

Labour— 
256 267 (11) Departmental Ad ministPation: 27 f 7h. Week ns ob 241 234 7 

99 89 10 Labour: Relations’ * 400 2/2 SOR vice 80 82 (2) 
338 301 oF Labour Standards and Employee Benefit Plans..... 301 277 24 
170 161 8) Research and: Deyelopmentisocio2: PP PeeeS. 2. 140 129 11 
863 818 45 762 722 40 

Legislature— 
225 227 (2) OD BEG 6 ig icon Mereuci ata lin J oixim ie © 6: ATLA DS fe Boe 4 210 213 (3) 
1, 207 1,161 46 House,of Commons.ca. Kok ee ee ee tino 1,101 1,068 33 
80 82 (2) babraryoot, Parlsa mien tertec) 2.6 eters eee et ak so as sh 77 75 2 
1,612 1,470 42 1,388 1.606 32 
| 
Manpower and Immigration— 
613 629 (16) Departmental-Ad ministration. We. RA cece cb 606 556 50 
883 878 5 Canada Immieration Division: 0.02. 20 Sw... ck 747 aia (25) 
162 Dat (59) Canada. Manpower Division.. (R222 iy. NPIS... sak 123 141 (18) 
7,749 8,002 (253) Operations anaes eo ee Are tone ee ew oie wal 7,240 7,416 (176) 
362 245 117 Program.Development Service. 7 oo Pie wow cs ok 304 239 65 
42 42 — Immieration Ampealihoars 10-62 sodaak Goce eek as i ce 40 25 15 
9,811 10,017 (206 ) 9,060 9,149 (89) 


National Defence (Civilian Staff)— 


772 757 15 ivty departmental: Adnvmiistration 1700 0 Poss. Te...) 674 672 2 
38, 920 39, 833 (913) Defence Services. sry eee re ES PERRI ooh 36, 293 38, 036 (1, 743) 
156 180 (24) Canada Emergency Measures Organization.......... 131 152 (21) 

2,340 2,389 (49) Defence: Research’ Board 290). | SPS ROOT P RTE... ck 2,265 2,194 71 
42,188 48,159 (971) 89, 863 41,054 (1,691) 


National Health and Welfare— 


504 520 (16) Departmental Administration. .... 6 s<u 0. 04 sane onke 462 454 8 
790 807 (17) Healtty Services Granen vile 's. Pe. SUSE de, OME. 738 doa (15) 
92 100 (8) Health Insurance and Resources Branch............. 85 75 10 
oe Lod 3,276 (119) Medical Services. Branch... .. ccs res ek ee en ase 2,869 3,054 (185) 


974 967 7 Food and -Drug Branebes.:inc fr hes cc ca 882 844 38 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on strength 
TT Name of Department, Crown Corporation ——_—— 
March March Increase or Other Instrumentality March March Increase 


1969 1968 (Decrease) 1969 1968 (Decrease) 


DEPARTMENTS (Note 1)—Continued 


Welfare Services— 


2,082 1,920 162 Income. Sectrity Branch occa aca os ce i as 2,001 1,897 104 
68 71 (3) Welfare Assistance and Services Branch........... 66 65 1 
56 65 (9) Snecidu Programs, Branch...) 2+ .0s.ateeee sneak 50 46 4 
18 13 5 MedieabResearch Counetl gu aicusic anwie oath le le onwres 18 14 4 

7,741 7,789 yy TAA 7,202 (31) 

National Research Council of Canada— 

1,538 1,488 50 Administration, and: Servicessis 4. Leiwaunliawel).....4 1,450 1,461 (11) 

2,176 2,127, 49 Scientific and Engineering Divisions................. 2,086 2,136 (50) 

STIL 8,615 99 8,586 3,597 (61) 


National Revenue— 
Customs and Excise Division— 


665 798 (133) Departmental Administration...............c0.8-- 606 619 (13) 
Customs Operations— 
5, 728 6,025 (297) Administration and Port Operations............. 5,537 5,811 (274) 
115 112 3 Investigations and Enforcement............... ee) 110 112 (2) 
363 348 5 Bi ROIGS: TLOUGY. 4 3/3 os ncaa ee uae tm ator ear as ik 347 347 — 
2 2 — Administration—Customs..............0.0e eee 2 2 — 
202 206 (4) Dominion Customs Appraisers.................. 188 189 (1) 
9 145 (136) Drawbacks. 3. ¢ «sss 42 5 SeRiee. eat as 8 9 70 (61) 
a 99 (28) Checking and Refiind6iv sinieel many des cs | 66 71 (5) 
999 1,015 (16) Preise: Lax. suk os hs eae ee eee ws 979 936 43 
8,154 8,760 (606) 7,844 8,157 (313) 
| Taxation Division— 
876 852 24 Hegertdivesnat) .2o lhe nee alike ete). «a4 731 675 56 
| 2; 787 2,832 (45) Data Centre (Ottawa, mmr) feribeeh ads oases 2A500 2,622 (55) 
: 8, 066 7, 754 312 DiisteictsOiteseuers wae bce casein ies 7,782 7,383 399 
| yi 22 — Lae Mp DeaUD OATOALK: 6.0/sa0 mag eee eee mae wateak 22 22 — 
| ate 751 11,460 291 11,102 10, 702 400 
19,905 20, 220 (315) 18,946 18,859 8&7 
Post Office Department— 
Post Office— 
1,293 1,202 91 Headauartovadsc: Lccaded: Jae os os ad 1,087 1,128 (41) 
1,294 1,196 98 District Ofiiees x10, anandeeh, Bw neh, eS io ounces 1,266 1172 94 
286 334 (48) Raibvay) Mail Services sc. eee a AO es... 2 286 319 (33) 
32, 238 30,515 1.723 State Oat COMeess ocioly sat shee cot omeras abe nie oot 29,520 | 29,316 204 
4,724 4,365 359 |, Pantin eranGdn © asualsan.n aerate seein cei coma alan 4,724 4,365 359 
Telecommunications— 
45 — 45 Departmental Administration: taiannstimect ls ..4 16 — 16 
741 646 95 Telecommunications Policy and Administration 
Bivéaieerss f Iacaul Sone ateves) cities Joint 628 529 99 
521 460 61 Defence Research Telecommunications Establish- 
MAVAN Rear mo Rdici 5 4 6d oe OC EOS cma 485 446 39 
41,142 88,718 2,424 88,012 37,276 134 
Privy Council— 
340 211 129 Prag CoinehO Ride: .aaaatenlank 4. ee ad..<. «cad 313 209 104 
af 7 — Prime, Minister's, Residenceaasitecaes wi iakhc.acuss 6 6 — 
132 127 5 Economic Counciliol Canadaxtinhwwe I. 20d sa Miesiccnict 112 123 (11) 
Public Service Staff Relations Board— 
37 40 (3) Adminstration a0. F ese Borers Bhi ed 26 31 (5) 
67 67 — PasaRescarcl bureals os:0. 5 Oeetee dn cs ne at 65 58 7 
583 452 131 622 427 95 
Public Service Commission— ‘ 
89 147 (58) DeéepartinentalnAd ministration scienwnmnwetl ats o.a cans 74 120 (46) 
629 626 3 Stafine Branch... .<.< coe Lateeierntek wast 504 540 (36) 


399 398 1 Lepowice Ieureaue i. hie eis ne tes eek sore ee oe 347 326 21 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized 


March 


1969 


a , , (i, / ee eee 


62 
18 
21 
30 
1,248 


2,877 


1,980 
3,697 
454 
215 
109 
284 
9,616 


122 
89 
194 


18, 182 


March 


1968 


48 
20 
16 
27 
1,282 


3,032 


2,061 
3,846 
571 
389 
133 
319 
10,351 


115 

94 
190 
496 


Increase 
(Decrease) 


Name of Department, Crown Corporation 
or Other Instrumentality 


DEPARTMENTS (Note 1)—Continued 


Bureau of Staff Development and Training.......... 
ADDOAIS. cn 5 bo oo ac vu kn SURE Os ek eS Oba ose sa 
Public Relations and Advertising. ...............00. 
POTRONREL cs 5 nan os on Re ee RID Cs ARO 5 ces 0a 


Public Works— 
Departmental Administration................00.e00- 
Maintenance and Operation of Public Buildings and 
Grounds— 

CURA Wie AO Tia 6 cic Tanwe Sek Suet mos eben takattee 

Other than Ottawa and Hulliwyeiisl. ime ey... 5 
Harbours and Rivers Engineering Services.......... 
Roads, Bridges and Other Engineering Services.... 
‘Testing Laboratories: . -aveteaees Chee. act 
Canadian Government Exhibition Commission...... 


Secretary of State— 
Departmental Administration...............0eescees 
Citizenship Banh sso ..c<. 6.4 > eae ENO k uk cc eeen 
Citizenship Registration Branch. ................... 
Bureau for Translakionas. 2.4. .5cdsh 6 Qs cok 


NBEREE LAVERY an) ifn os oe te oan Be Sak h e lee tates 
Puplie Arehives cc oc acs oa Se ee Tn CRISIS 9 viva t 
Office of the Representation Commissioner.......... 
bier Electoral Officer Levels tas Aaah is 6 Soa: 


Solicitor General— 
Departmental Administration................cccee00. 
Canadian Penitentiary Service— 
Peudduarters: 640) 4 p& nese as white ones eee tla we 
TORULCHEIODR, Oo Ptah hun eaten wa Ree eek a eee 


Royal Canadian Mounted Police (Civilian Staff)— 
PSR OGUARUETS s.oce Ss vv easy ee re PON NUE dun we 
Land, Air and ‘Training Divisions). G0 e6 oct 
Marine Servicesisi:\cc MUEe ee ee cm Settee accel 


Trade and Commerce— 
Departmental Administration. .......00 000......0.. 
‘Trade: Com MicsiOner SeLVICEs Moe Goel eee ick a sacece 


Transport— 
Departmental Administration.............. Maeieh oan 
_ Marine Services— 
Marine Administration and Marine Works......... 
Marine Onerations sacubeeee. A aku ROE. ak 
Marine Hesulations Jk. Fest. ee cd 
Marine Hydrauliess ccc ck on en CON Ce ee be et 
Air Services— 
Arima inistr ation vic. ROS se, PA ce 
Control of Civil Aviation and Air Traffic Control. . 
Airports and Bield Cnperawons i... cans cas cecudewes 
Construction, Engineering and Architecture Branch 
Telecommunications and Electronics Branch...... 
Meteorolocienl Franch... 6054 <odeet wwe eee. cans 


Employees on strength 


March 
1969 


2,264 
17, 157 


March 
1968 


2,301 
16,635 


Increase 


(Decrease) 


a 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on strength 
a Name of Department, Crown Corporation 
March March Increase or Other Instrumentality March March Increase 
1969 1968 (Decrease) 1969 1968 (Decrease) 


DEPARTMENTS (Note 1)—Concluded 


441 423 18 Treamiry Board 3.302 Wnbiev ane) dead Ts eadpnel. «5 396 371 25 
Unemployment Insurance Commission— 

494 490 4 PLONE ECS es Cdl dace ee Une eere an eae alan wo roars A 384 402 (18) 

734 727 ‘i Atlantic Region yt onc Whele et oa wateende. 0s 583 673 (90) 
1,780 1,793 (13) Hip DOe TORO abi subs 2 sue e oe AE rele aL ote ea tear 1,562 1,615 (53) 
1,839 1,749 90 Ontario Region... a aethiewhlaht eas wea as 1,523 1,617 (94) 

856 801 55 PEAIGIG BLOBION I oi Wee ak ss sce ad aed oa 684 742 (58) 

661 656 5 PACMIO EerION ss 4% ve'chd as SRE DARE cia 549 584 (35) 
6,364 6,216 148 5,285 5,633 (348) 

Veterans Affairs— 

636 674 (38) Departmental Administration. ...5...00slc ccs eseeobees 566 622 (56) 
9,499 9,954 (455) MYEATINENE Wer vices’, Li CORI atk chews ae eenuee 8,971 9,422 (451) 
1,085 1,082 3 Welfare Services. si witches sawketenss stg Basis Os.) 1,003 1,046 (43) 

355 360 (5) Pensions Adiiiniatration..» 4: .<cuwed bene iehe yeu 311 331 (20) 

665 662 3 Veterans’ Land Act Administration................. 603 645 (42) 

12,240 12,7382 (492) 11,454 12,066 (612) 
242,367 | 242,828 (461) “otal, Drepartinents i. -sc ok wee me eee 223,757 | 225,466 (1,709) 


CROWN CORPORATIONS (Notes 1 and 2)— 


Air Canada— 
Operations Department— 
© TIN PECSORNOL IA! FAB Sees bly Gals ea men based 2,612 2,791 (179) 
OLTer eTSOUNeE, S50 oF eS Wickens s ewe sans 8,733 8,323 410 
pales ienartanenth yecwee bt hd masecstenss eee. 24 4,035 3,810 225 
Purchases and Stores Department................6- 605 607 (2) 
Hinanee Denartment. ,.... kena. bees cetpalewid. «648 694 686 8 
RRL CIC LVOE. oh gcse 2 lo gn hele emeeaecs man iaeta teaver areas ame 394 362 32 
17,073 16,579 494 173073 16,579 494 
Atomic Energy of Canada Limited— 
96 86 10 BIO OPI G is cies 4 ihia a ahataie sare wane Ante Rothe aT cha eee alee 83 77 6 
2,453 2,453 — Chalk River Nuclear Laboratories.................. 2,415 2,373 42 
588 555 30 Commercial Products, Division. duu saciuusiade ke. ees 588 555 33 
776 776 . — Whiteshell Nuclear Research Establishment........ 754 682 72 
875 814 61 Power Proiects 5 vce oak oe tee Ae oa Dee ae 875 814 61 
133 164 (31) Temporary—Construction workers, nurses, etc...... 133 164 (31) 
4,921 4,848 73 4,848 4,665 183 
3 —~ 3 Canada Deposit Insurance Corporation................ 3 — 3 


Canadian Arsenals Limited— 


Head OMeesiiicdrad & Seapets tien wo teed s oh 24 2, 2 
Pilling: Division... 05.2 cs eae. etiastneateees «64 552 384 168 
Binal) Ariis- Division is + saskuly. leased deahes saad 268 363 (95) 
844 769 75 844 769 16) 
Canadian Broadcasting Corporation— 
586 585 1 Head’ Of Gs ai ears aheiaitie! atte benls eee Bs 551 548 3 
_ 5 (5) PUR GE nas Sete os dk ele Dee TNE ea eae —— 5 (5) 
345 349 (4) National: Enginceriig +... der heidi aa eee, 337 326 11 
8,274 8,130 144 RewionalOGicdas! 2: bee er aa ends t sree teddse oes 8,163 8,001 162 
114 106 8 Northern and Armed Forces Services............... 110 102 8 
216 205 11 International Service. ¢ i x via sivienveageuialet aslnene. occas 214 200 14 
9,635 9,380 1565 9,875 9,182 193 
Canadian Corporation for the 1967 World Exhibition— 
PALI ROPC Gag cle wc ees Sox eats oak caw aa eaten 6 181 (175) 
OVehAlIN Sats hast cee Hae eh Ted lee dese stand ante es _ 212 (212) 
6 893 (387) 6 893 (387) 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on strength 
Name of Department, Crown Corporation rs 
March March Increase or Other Instrumentality March March Increase 
1969 1968 (Decrease) 1969 1968 (Decrease) 


Pe | Se ee } 


CROWN CORPORATIONS (Notes 1 and 2)—Continued 


26 15 11 Canadian Dairy: Commission wi.0o asi s0C. ae 26 14 12 
8 — 8 Canadian Film Development Corporation............. 7 — e 
18 16 2 Canadian Livestock Feed Board....................6. 15 12 3 
Canadian National Railways— 
GeHSEAl AEH ply FoF cs SERENA Ad Os FRE Bet A 10, 734 10, 923 (189) 
Road Maintenance: 2950 Fe0 ghee os SOM eee. oe 12,809 12,793 16 
EQuipinemben ain tenance: hc sin. vale tics Sac owe eae koe 17,639 17,903 (264) 
"TE PANSDOT CATION: Shere Shad oe eRe Tt Ou Lh 35, 250 35,434 (184) 
Other’ Operations: 26 Shes coat ree ee es es 6,480 6,738 (3808 ) 
82,862 83,791 (929) 82, 862 83,791 (929) 
Canadian Overseas Telecommunication Corporation— 
Actainistra tion. Gn Red ret Oe ee Cer takes 2 133 136 (3) 
Head, Office Engiviecring 34) Tor, Ark. AGA os. 53 89 76 13 
Trafic Representatives. occ ow ey erie ae Se ele ae oer 11 11 —- 
@MpEratin Ree oer eA ee ate One OMe, artnet os ete Beye 474 498 (24) 
707 721 (14) 707 721 (14) 
22 22 —_ Canadian Patents and Development Limited.......... 22 22 aa 
Cape Breton Development Corporation— 
Head Omcer otic 29 vA sa Oe eee 20 8 i 
Goal DEV S10 PF ets Le at: RD 40204 5,979 6, 274 (295) 
6,999 6,282 (283) 5,999 6,282 (283) 
Central Mortgage and Housing Corporation— 
Reglatincass cere ey A Pe, A eR hes ag 2,097 2, 21 (24) 
Contractiand Casual. ¢.+..2,902. WOR ee es oo 63 79 (16) 
2,160 2,200 (40) 2,160 2,200 (40) 
126 126 — Crown Assets Disposal Corporation................... 119 119 —- 
Defence Construction (1951) Limited— 
Administrations Alle at Ai eek eee ees eg 74 89 (15) 
Engineering se, SERCO SUM Ros 38 3” 1 
Technicales. 25 § SFE ieee eee ee TRE, Bd 60 66 (6) 
172 192 (20) 172 192 (20) 
39 36 3 Hidorado Aviation Limited sic ie es se ak et aee oes 39 36 3 


Eldorado Nuclear Limited (formerly Eldorado Mining 
and Refining Limited )— 


Head Office and General Administration............ 29 33 (4) 
Beaverlodge Division vs newness MRI MA Bee 748 694 54 
Refining and-Sales..cs240-8 eT BE Pe. oc! 274 169 105 
Researon and Development...) ipscck ae aces seen nee 49 50 (1) 
1,100 946 154 1,100 946 154 
101 85 16 Export Credits Insurance Corporation................. 101 85 16 
Farm Credit Corporation— 
2 2 —— Exeenttive: Of Ces 8 hice: TOM NO Met 2 2 — 
17 17 — Senior Management! Officersi71 io. 28. SOI... Lz 16 1 
354 350 4 Teebnitahit ihc iwrew aig ROE RS RBA ced 327 o27 — 
7 6 1 Professiinals ‘Attn Ge es Sees oe EL 6 7 (1) 
% 5 2 Specialicnn Le 5 Spee ee Poe ss bed waaee hb eeeeee 5 5 _— 
289 281 8 Supervisory, Clerical and Stenographic.............. 270 273 (3) 
676 661 15 627 630 (3) 


22 21 | The National Battlefields Commission................ 22 pit 1 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Concluded 


Employees authorized Employees on strength 
Name of Department, Crown Corporation 
March March Increase or Other Instrumentality March March Increase 


1969 1968 (Decrease) 1969 1968 (Decrease) 


CROWN CORPORATIONS (Notes 1 and 2)—Concluded 


National Capital Commission— 


72 56 16 ACMinistyation and ACCOUNtING: “uo... «eee oss « 72 56 16 
75 63 12 ELAN Chel ORIOL kc 44s ales eee OO Ee ee 73 59 14 
115 112 3 DOO AUTOS IO CAECHL |. 5 uoccsel ora MaMa Ooneee nase ett eoalt as 114 108 6 
408 457 (49) Prevailing rate (permanent and seasonal)............ 399 394 5 
| 670 688 (18) 658 617 41 
| 
| National Harbours Board— 
TIGA OMICO shan oe sd Codes Die at ee eee 97 82 15 
| Harbours and Elevators— 
| Walariedsisdsis25 63 bck nt o4ehae eee Ae eae vo 874 821 53 
| Prevailing rate e...5 63... 40 sae ee ee ee TyO07 1,061 16 
| 2,048 1,964 84 2,048 1,964 84 
| Northern Canada Power Commission— 
Head Office and Edmonton Office................... 63 60 3 
| PaOld UCAMOUSS tu. saa scclee ee aioe eee 251 237 14 
: 814 297 Li 814 297 iA 
103 66 37 Northern Transportation Company Limited........... 103 66 BY 
Polymer Corporation Limited and subsidiary com- 
panies— 
1,491 1,670 (179) LN hr? Ve sialyl eM ere in Ata ee he hd del neg to a 1,470 1,564 (94) 
2, 248 2,437 (189) TLOUERS LALO Se ceticiia'sk } Sears soe eRe eC eT ee rer cietal Bas 2, 234 2,326 (92) 
3,739 4,107 (368) 8,704 8,890 (186) 
The St. Lawrence Seaway Authority— 
Administrative and Engineering..................... 517 506 1l 
POTIONS et ke ela heehee OA Coed Leer, Mig 754 788 (34) 
DIGINCENENCE os. sek waa dus ke ee ea ee ee 393 414 (21) 
1,664 1,708 (44) 1,664 1,708 (44) 
17 18 (1) The Seaway International Bridge Corporation, Ltd... . i 18 (1) 
134,975 | 135,931 (956) Total: Crown /Corporationss..4 eaneseeh Moa. as 134,635 | 135,219 (584) 


OTHER INSTRUMENTALITIES (Notes 1 and 2)— 


1, 256 1, 242 14 Battlooh@Wanadaua ltl h. Pus Hy eee re er ae eae 1, 256 1, 242 14 
103 98 5 DHE Canada OUniks «ose eis eels tee en en ee elo cree ne 99 95 4 

548 548 _— The Canaan Wheat bOard:? 2.0 ales oc oe coals 548 548 — 

50 rire (27) Company,ob.oung Canadians.* csr excs0 aden sensor eee ss 50 ct (27) 
6 Ci Lape eS Ao ST OC TEIN Aes kath vig sects te inc Shee wane ree aun rere a ooh 6 7 (1) 

688 631 Gye Industrial Development Dank... y.cscsies cre he acini ae 688 631 or 

50 34 16 National Arts Centre Corporation.............65 @8etr Ss 50 34 16 
2,701 2,050 64 Total, Other Instrumentalities:..7 Payee: 2,697 2,634 63 

ToraL, DEPARTMENTS, CROWN CORPORATIONS AND 

380, 043 381,396 (1,353) OTHER INSTRUMENTALITIES.................. 361,089 363, 319 (2, 230) 


NOTES: 

| (1) This listing is at March 31, 1969 and therefore does not take into consideration the major reorganization of government 
departments that became effective April 1, 1969. The figures are based on information provided by the various de- 
partments, Crown corporations and other instrumentalities. They include the numbers of seasonal, part-time and casual 
employees actually on strength at March 31, 1969 and March 31, 1968 which for purposes of comparison have been included 
in the figures shown for ‘‘ Employees authorized’’. 

(2) Where no establishments have been authorized by the executive boards of certain Crown corporations or other instru- 
mentalities, the totals of the actual strength figures have been shown in the ‘‘Employees authorized’’ columns for 
purposes of comparison. 
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APPENDIX 4 


SUMMARY OF CANADA’S CONTRIBUTIONS TO FEDERAL-PROVINCIAL SHARED-COST 
PROGRAMS FOR THE FISCAL YEAR ENDED MARCH 31, 1969 


(with comparative figures for the preceding fiscal year) 
For comments on these programs, see paragraph 194 of this Report. 


Agriculture— 
RD TUED SEU UM TIC eee Niu! itt wa cee staat letetohasee eked Cowen ed te cSt M Un Renna, UREN aes ad ea eee $ 
Pxperimental Crop IBSUTARCE 4h od TEC NE a ee UU es Cee IU te mule wae cia gitsataeuume wer 
Cyr pede 2) 9 GUDE UT Lr GIRO aineaee EMR 7 Us CAE HRS Oe RUNAMRSUNERME DU adiN6 52°01) BRL a ah EOD i i owls le 


Barberry Cradweabioe st sis ol CA oiktealamcaaliaianats Weise elena eieeu ener AIG ATR fnied eR ME eRera 2. 
Pimergency fodder agsistance te iim cise eas LL A ae ad a Se Sanam 2 
Programs under $100,000 (4 in 1968-69, 6 in 1967-68)....... ccc cee cece ee eee ence eeee 


Energy, Mines and Resources— 

Construction of dams and other works to assist in the conservation and control of water 

POSOUTCO Rg ado 6 5.5 New ale w Wlahata ee IOS OWN UPI Sey eA REI OD CINE orem nr 
Saskatahewan-Neleon Basin Boarailya wie dua sd cla nea aba eu Melee e Megs vee 
Expenses of the Atlantic Tidal Power Programming Board................0cceeeeees 
Construction of roads to open up promising areas for resources development.......... 
Acromagnetic surveys ofthe Canadian Shield. 2 oc 6 scceci sean orale opualayeres slam llevar 
FOUN ATV SEE CON RS. Ci are scien ies o.oo Ut cae io so acc Sala a are Armee ate aig @ Rete elder eie Nice sleak & 


External Affairs— 
Intermmtional Joint Commission... sae. etek Bk Se ae Lae, 


Fisheries and Forestry— 
Newfoundland fisheries household resettlement............cc cece ec cece veces ececeee 
RatRE PLE CLE MOLINE Ds) sca orate d wah vied seid leuk ee ib cued eee Lae mise eae tee meat eee te 
Preservation of Atlantic salmon, Saint John River, N.B.. 3. 60.5. c eed ee en eee usw cee 
Inventory of forest resources and land capability studies........... 0... c ec ee cece eens 
COMntInIty Halling SEABES, od eh inher ss fa YU lee OE Peta eee ee ee ates 
Wombat of spruce bud worm: infestation: 4 uciiés is oes AO, 
Programas under’ $100,0GG22 tt) POG T2GS sy) cid ana ic wecsshoneinrcvaveceressugiotel elev shece o/alareie SGP te ible ene 


Indian Affairs and Northern Development— 
Tuition fees and cther instructional costs for Indians attending non-Reserve schools. . 
Social assistance and child welfare for Indians...............cccccecccscccccccceccces 
Capital contribution, to. non-Reserve joint schools. ys. eee i laa ec dds ewes s des 
Community development—on and off Reserves.......... cece cece ccc ec ec cscececeees 
SOAS CT CE OO ROR VCR Td eID ohY Dulbaane Ves etn ieta a amit ne aaa Sana Caen Maul ica ta ced 


Purand sther resources Conservatiowsd slic ow ee ay sna Cees oe Od bb bibete phate see we cates 
Vocational and technical training and orientation courses for Indians................. 
PLACIUT OF LROIGNS IP OTIDIOVINENG ais be oas antes ok Lak eee Dates Mariahe oe sie ate Geet § 
BiPe OroOtection [Of LACGIANS. 2 high os sat oe he eke ee Boe AR eet tee Se Sed ee 
CJONSrAl Serv 1ees tO Pd anals cae stalls taalac de Cee RAR CEE och tee cen cere ene 
Programs under $100,000 (1 in 1968-69, 2 in 1967-68)....... cece cee cece cence ccecseccs 


Industry, Trade and Commerce— 
PWEDE VLC aul Cl VCC R ge ssh iy Sheba ad is Wart aa ela nl of barca gag SIRO cia Betray SY uate attanend My 
AO ERUETIS Hk ALAET RUG LS UGG) riz Grvilesa ec gis he GH ie elo hs & Lil rae been tea ame engi iaatcck ck awe aa Sees 


Manpower and Immigration— 
Capital assistance in the provision of training facilities for adult occupational training. 
Municipal wiiter Works TnCenLIVve LAN Oe SA OOP Ned Cem eee alec eeee ren 
Vecational rehabilitation: of disabled personsisy . Cay Ou PE oo wk is Sikes bs oe dee 
Technical and vocational training Note 2). 4 oss -ancd ITSO 2 PE Le 
MTICUUTAL TAN VO WE Ge nin's vyiiwd ois ccosns uc ldo ae Rapid Hie Ome b klcenick alnled ba eal emeln cue 
Hospitalization, medical and welfare assistance for indigent immigrants.............. 
WRIT SCPE APR IIE LUE OL ic a stirs ugh Were § ba teadletead: cer echee lee Ere Re arecaRele UM Leuae eee 


National Defence— 
PUTCO POI. TOASTING Bact cpny rh xc arespoaiehsecaorety ain ake ont erett aseeds aie ot ate iets onebinen create PAR ee a eka i 


National Health and Welfare—(Note 3) 
Hospital insurance and diagnostic (services janie] wink owed. . dish lena de hile 
Canata Aemstance Plan 54 enc di ediiahitil od at ghee cect Meth arian d Wien, Sead 
TiGalth, Tesmeroes und 5 th. 6i: «win: dacs bina kh atiahe ual ide Meselelh abulale iti, dia ati +46) aiiies) ORG ten 
SIT AIC CR Sai Separate scan | enced lata Mb Entrar fn Nis Agora a eae eaten at och Pend exe ioguatnn f 
Creer) TOs CRANES! Too ue hy Ae hl tala ee EN si ele ele eee ere ee 
TIOMHITAL CONSLPUCHION @ PANES. 2 oT ok aes | ee Soe Se ES Ae eerie een 
Disabled persous allowances ii is. Se a RR TNR As 


Year ended March 31 


1969 


3,651,000 
1,200,000 
214,000 
79,000 
58, 000 
115,000 
5,317,000 


2,680,000 
1,169,000 
831,000 
842,000 
445,000 
10,000 
6,027, 000 


306, 000 


1,400,000 
1,138,000 
703, 000 
684, 000 
238 , 000 
100, 000 


4, 263,000 


6,812,000 
6,345, 000 
1,556, 000 
402,000 
374,000 
329, 000 
257, 000 
131,000 
124,000 
117,000 
78 , 000 
5,000 
16,530,000 


255, 000 
73,000 
828, 000 


105,950,000 
21,449, 000 
3,900, 000 
3,500,000 
190,000 

78, 000 


135,067, 000 
3,733,000 


560, 285, 000 
256, 806, 000 
33, 923, 000 
32, 966, 000 
29, 847,000 
14,009, 000 
6,372,000 


1968 


2,632,000 


145,000 
181,000 
117,000 
149,000 
169, 000 
8,393,000 


6,876,000 
3,000 
919,000 
2,732,000 
395, 000 
9,000 
10,934,000 


278 , 000 


1,425,000 
1,174, 000 


674,000 
632, 000 
326, 000 
68,000 
4,299, 000 


2,842,000 
3, 687,000 
437,000 
403,000 
430,000 
162,000 
217,000 
65,000 
81,000 
86, 000 
309, 000 
125,000 
8,844,000 


247,000 
67,000 
314, 000 


119,019,000 
30,314,000 
2,450,000 
85, 060, 000 
144,000 

90, 000 
620,000 
237,697, 000 


4,785,000 


467, 284,000 
225,611,000 
32, 645, 000 


29,485, 000 
16, 360, 000 
7,051,000 
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SUMMARY OF CANADA’S CONTRIBUTIONS TO FEDERAL-PROVINCIAL SHARED-COST 
PROGRAMS FOR THE FISCAL YEAR ENDED MARCH 31, 1969—Concluded 
Year ended March 31 
1969 1968 
COTE UAIE GS SMe UEIOD. gu Ye Le ees ig ind Sy ot x eile eo Se oak See Le ee Se teen $ 3,336,000 8,844,000 
PO ICIRIe OM MLLOWANEER is si Sade ox cl ciohatis Wie cas eit chee eae MOOR CURE hs nib Seay 2,030,000 2,287,000 
Perper PR ae me ee oe eh Ti is aia Slee Lk ol a dN 1,649,000 1,483,000 
Ae INN Teme GMINA at DAC AICO rae) rity oye wir Sietd vite aw aca Wiakace'a tenet ery em Au foie beh mabe Mia nian eG 860, 000 5,961,000 
TAPES OR aE Ore ESTAS 05 ig Sn AR ie cM eS 1A Ap AR A Do 821,000 745,000 
Research and demonstration activities in the field of mental retardation............. 437,000 54,000 
Programs doder $100,000 (in 1968-69, 2 im:1967-68)..0 0 oY eed ee eas Va wicks 7,000 12,000 
943, 848, 000 797, 822,000 
Public Works— 
Oe Hm NEVA AT AER NNO Sy Ge Tite Rak NaS lw Gitice aes ois '50 Ul ce iow eothega lbicks sp Ah UeS lal eels GAARA, lll rd 37,312,000 64, 738,000 
Construction of highway in counties of Matane and Gaspé North, Que................ 2,435,000 1,919,000 
Construction of retaining wall along banks of St. Charles River, Que................. 232,000 — 
Peconsctuciion of Calumet-bryson Bridge) Quel i) oa. dices clas otnc ale pu oedupbecee ome 210,000 15,000 
Prcousvrieuon on Porcage dU, Fort Bridge, Que. i. ook cc hee ee ec aals 26,000 118,000 
Programs under $100,000 (5 in 1968-69, 4 in 1967-68) ...... 0... ccc cece cc ee cee ete ee ees 233,000 173,000 
40, 448, 000 66, 963,000 
Regional Development— 
Agrioulura. ana rurardeyelopnient (A RDA) 0. boo ide. occas wl clesaare ea A 24,486,000 19,393,000 
Fund forsRural Economic Development (FRED)... ooo soe ila wetedlie Selle o dis 9,514,000 6,110,000 
Shellmoutn, Mame, Cam and portage CIVETSION Wo. 6 viele ava WS wre so ole Wieeleete sel ealbabedield's 4,734,000 2,421,000 
South Saskatchewan River irrigation and power project...............ecce cee ee eeeee 1,141,000 5,904,000 
Dee MCETINETOA TION) DEOIOCG. AT UAEy esc ahll cid ch ely ele ise ohhe cabling tebe ta at tbialouberektate 363, 000 561,000 
CPR On AL ION DEOICCD; Fi 1G acs Woe cael he AS ie Gite a bik cw eel a vidal Dp Mlb alata aie ulee dln ane 82,000 187,000 
40,820,000 84,576,000 
Atlantic Development Board— 
ra MN AL WE EOP ALG My aie i ercte c/a 6 ae uh 6 ie ain 4.0) Siete ae Le MB Rink Alle Vu ade 18, 366, 000 20,564, 000 
RATATAT AIAN GS FL LEY GANINS EN aI Y HG ae das fils sl ec bt ms. 6 te alm a ate Wl Sloe elgehd cacao tal ena) 6,058, 000 2,462,000 
MP POLIS HANG BEWARE SV SUOUIS. Nou ee UL ile Once eva ja aiabielW buco ce Rtinele Wig 3,023,000 944,000 
VTE RSA EE Con MMA TNE RGM AEA ath ERY ACR a BCE NOGA CTA ARE 1,358, 000 821,000 
SOUL e I Ae sISTANOS LO ENC UROL Y fi yield sw uid sold vdiebai ee valle gate UN UAE DUAN ge cits 1,200,000 — 
PHC Str DaT Re TACIIITIOS Wr um a. ws ule Minn Beal oi) MARE ECE ARR UO aE UR ey 982,000 560, 000 
Construction of highway, Long Harbour to Argentia-Placentia area, Nfld........ 474,000 304, 000 
WE OTA ATIEL TOLISUEAUTON ae exci lieila stu tdcajarS tny ehh i'n 1s URAL RAR rele en 348, 000 — 
<Comedersnion «entre, Charlottetown, PoP De! o joss. pace sie ete Wlagagince sate pene eae wk 279,000 277,000 
PISCLriG HEGMENCY StaNGATGIiaAuton INTs. 5 oe oP UE ae oe Undid age webb craly aie 181,000 764,000 
Special housing assistance to residents of Bell Island, Nfld....................... 143,000 234,000 
Maries Ones UC poster Ae cat oupaterne ehh le area temeee aia, cma Teed CROAT Ooacee Wa AAU Mase 125,000 —_ 
Paving access roaus to selected fishing porte .i.04 20 00 ee ee 119,000 144,000 
Hydro-electric power development, Mactaquac, N.B............... 0. cee cee eee —_— 3,019,000 
iL Rete INS LAR IIALIOS | SSVACUMOY 5 IN oul aieiel ss 6 Xe) biel tells al etat alla e/atbmohaueuaeanchan Biaranelie y Metal — 2,001,000 
Grantite steel. company takeover) (DOSCO). oon... ds the te te — 2,000, 000 
Hydro-electric power development, Baie d’Espoir, Nfld..................00000e — 1,000,000 
Programs under $100,000 (9 in 1968-69, 7 in 1967-68)............ ccc cece eee eens 297,000 162,000 
82,958,000 85, 256, 000 
Secretary of State— 
| Pe ee COMMALY OUUCKLION INOUE 2). oo abit vlgaiclee cola Meics {fa eet See We as any 276,600,000 108, 138, 000 
| EOP EO UNTO kc ATEN ESSEONE © High eas ible Line Sh Ut Ui eae oat icc. os 6 in wil ahglll © alta ODMNS I Wha! Mali at aba: ahh ge 4,870,000 10,464, 000 
| Citizenship and language instruction for ImMigrants............ ccc cece cence ceeceues 486,000 398,000 
| 281,956,000 119,000,000 
'Transport— 
Losses on the operation of public Wousing Projects. .lalo. ve wees sd bin Wo dials sels au a elvlle\ele ge 4,419,000 2,411,000 
Pea Aa Ae eae Me UG cM aOR TE a toa n ut} lalla gb germ WHOKCM gs kets lal 2,927,000 4,846,000 
Construction of a high-level bridge, Trent River, Ont... 0.0.0.0... 0. ccc cece eee eee 350, 000 — 
Development of wells and a water distribution system, Fort Chipewyan, Alta....... 16, 000 _— 
| Railway abandonment—highway improvements.............cc cece cece ect eee ee eeees — 225,000 
7,712,000 7,482,000 
‘Treasury Board— 
BEE BET EGRL ADLOTINATION SOLV LCOS «sid vine Ssiciobecgsen loca al aieceitinhs Vente io an bow eleia ouaterate bela aE Ele 348,000 287, 000 


$ 1,518, 656,000 


(NOTES: 


out of this program on introduction of the adult occupational training program on April 1, 1967. 


capital cost of providing training facilities is shared with the provinces. 


Arrangements) Act, 1964-65, c. 64, to wholly administer and finance certain standing programs. 


blind persons allowances, unemployment assistance and certain aspects of general health grants. 


1967-68. 


$ 1,331,930, 000 


(1) The expenditures shown are direct costs only and do not include any administrative expenses incurred by Canada. 

(2) The decrease in expenditure on technical and vocational training under Manpower and Immigration reflects the phase- 
The direct costs of 
occupational training of adults are wholly borne by Canada and, therefore, are not included in the listing; only the 


(3) Not included in the expenditures are tax abatements and tax equalization payments of $426,676,000 in 1968-69 and 

$381,946 ,000 in 1967-68 to the Province of Quebec, following its election in 1965 under the Established Programs (Interim 
These programs are 
hospital insurance and diagnostic services, Canada Assistance Plan, disabled persons allowances, old age assistance, 


(4) In addition to the expenditures shown under Secretary of State for post-secondary education, there were tax abatements 
and tax equalization payments relating to post-secondary education totalling $277,937,000 in 1968-69 and $247,580,000 in 
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APPENDIX 5 


SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 
FOR THE FISCAL YEAR ENDED MARCH 31, 1969 


(with comparative figures for the preceding fiscal year) 
(in millions of dollars) 


Increase or 


1968-69 1967-68 decrease (—) 
COVE BBS AT. WANES ec SAMAR uo lh» nhatets lols ny tenets natena bts bene tos ne eee na ee pclionse etal Was huveninca oes $.41,485:i1 $ 1,309.1 $ 176.0 
CUV Tay al LO WAN CEG: & TORE ww mu ie totale tattoos ts taal ee ee ee 27.5 25.6 1.9 
Pay and allowances—Defence Forces and Royal Canadian Mounted Police....... 775.1 759.6 15.5 
Pension and superannuation account contributions................. cece ce ee ee eee 374.1 307.5 66.6 
‘Teavelling aid TEMOVAMEXpPeNseS..u hl Nes oe ae 97.8 95.7 2.1 
Hineic bee express Bnd Cartas. tee che aia: plokic aa vel vid le rete ee ene eho 101.4 98.7 2.7 
PORGARE ace i so Baie $3 AN Loe = dete wots RIES See ee Or Hee eee ere emer 9.4 8.7 ag? 
Telephones, telegrams and other communication services. .............00 00s eee 49.9 43.2 6.7 
Publication of departmental reports and other material...................2..-005 17.9 18.5 —=0 
Hxinbitetnd Vvertisme,, broadcasting and displays. i7/20 702 ae ea ies 26.6 —15.3 
Broressional ane SpeCin BSCE Vices 004 ones oo hole hoo oapsre oS OR DA ee 271.6 168.6 103.0 
Rentabot buildings andworks, meluding tang) rs. Poe Sos hc ace wee dalclei us tee 49,2 40.2 9.0 
Heatal omen pment: eae Vee ce. cu ae te de se <.e Ca eos Vent ae eae were tie dG 19.9 13.3 6.6 
Repairs and upkeep of buildings and works, including land....................... 68.5 71.9 —3.4 
Repairs and upkeep of equipment. .. ... o.creerseret rte estes netchte ten eat ele eet etal 158.3 160.2 —1.9 
Onice stationery, supplies ‘and equipment? 72.0 ek eee nto tte ote lee 30.9 45.9 —15.0 
Be oye W Ky BST Day 0 Co ai ay Meech RL Ra RO a al rd td Cele RE be oN Ce BAR ice RL 198.9 200.0 —1.1 
NENT DaL OF MUD ING HAM emer VIGOR cis os wars coo ae VO beat © hee rs Leen een eee 51.4 44.7 6.7 
Construction or acquisition of buildings and works, including land................ 344.3 372.1 —27.8 
Copstruction or Acquisition.of Equipment: ......\. 20. 2) . zee See one ee ee 374.9 378.5 —3.6 
Contributions, grants, subsidies, and other transfer payments.................... 1, 71335 1,479.7 233.8 
Subsidies and special payments to the provinces............ 0.0 c ee cee eee eens 867.1 (37.5 129.6 
Family and youth allowances and family assistance payments..................5. 616.1 612.4 BY 
Old age assistance, allowances to the blind and disabled, unemployment assist- 
ance, and payments under the Canada Assistance Act..............0.eeeeeee 269.7 250.0 19.7 
Veterans’ disability pensions and other payments under the Pension Act.......... 223.3 205.6 La? 
Orphen payinents to yeteransand. Gependantan oo ie 6s pc. vend Gooden 114.7 114.6 ue 
Government’s contribution to the Unemployment Insurance Fund............... 86.6 69.5 ba | 
Hospital insurance, medical care, health resources and health grants.............. 673.0 547.3 Le 
Traps Canada hichway eonbributionias sweat Scoot onl ote as cee es 8 37.3 64.7 —27.4 
Interest: on public debt and other debt charges:....2.0s<cnedwess vas suvecsentudaes 1,480.0 1,300.8 179.2 
Deficits—government-owned enterprises.......... 0. ccc ccc cece eet e ec eeeeenees 62.5 yea —4.6 
Pai idicrd cha e SOE TATA cs» 0) Mle Selle ia se Rann Cn nee germ heise be Ree itty 378.8 413.4 — 34.6 
11,040.0 10,051.2 988.8 
Less: Revenue credited to appropriations and expenditure recovered.............. 272.8 227.1 45.7 
INCE Tota exnenOt Ite pac, aad. soos boo BAe hoe oped be aie ee OO Aa eae $ 10, 767.2 $ 9,824.1 $ 943.1 


Notes: 1. A new classification of standard objects of expenditure was introduced during 1968-69 and certain adjustments 
have been made in the figures for 1967-68 for purposes of comparison. 
2. Additional categories of revenue were credited to appropriations with parliamentary authority in 1968-69 and 
the 1967-68 figures for ‘‘Revenue credited to appropriations and expenditure recovered”’ and ‘‘Net total expen- 
diture’’ have been adjusted for purposes of comparison. 
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— 


N March 24, 1970, Volume I of my Report for the fiscal year ended March 31, 
1969 was tabled in the House of Commons by the Minister of Finance. 


Volume II, submitted herewith, contains, as its Table of Contents shows, the 
Summary of Assets and Liabilities and my comments thereon, together with sections 
on Crown Corporations, Departmental Operating Activities, and Special Audits and 
Examinations. 


The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1969 and the Statement of Assets and Liabilities as at that date, prepared by the 
Receiver General for inclusion in the Public Accounts and certified by me, subject to 
my comments in Volume I and Volume II of this Report, are appended as Exhibits 1 
and 2 to this Volume of the Report. The Summary of Appropriations, Expenditures and 
Unexpended Balances by Departments and the Summary of Revenue by Main Classifica- 
tions and Departments, both certified by me and included in the 1969 Public Accounts, 
are also appended as Exhibits 3 and 4 to this Volume. 


Submission of Volume II completes my Report to the House of Commons on the 
results of my examinations for the fiscal year ended March 31, 1969 carried out in 
accordance with the requirements of subsection (1) of section 70 of the Financial 
Administration Act, R.S., c.116. 


199. It is a matter of regret that due to the circumstances set forth in paragraphs 
7 and 8 of Volume I of this Report, I have been unable to complete my Report to the 
House within the time limits laid down in section 70 of the Financial Administration Act. 
In order that I may be able to do this in future, I hope that steps will be taken to grant 
me the independence necessary to enable me to solve the staffing problems which I out- 
line in the introduction to Volume I of this Report. 


I would also like to suggest to the House at this time that consideration be given 
to ways and means of speeding up not only the production of the Report of the Auditor 
General but also the Public Accounts of Canada and the examination of both by the 
Public Accounts Committee. 


It has long been my belief that the interests of Parliament, Government and the 
public would be better served if the various processes commencing with the completion 
of the Public Accounts and the Report of the Auditor General could be completed at an 
earlier date than has been the case in the past. If this could be achieved I believe it would 
result in a better understanding of the Public Accounts of Canada and more meaningful 
consideration of the matters drawn to the attention of the House by the Auditor General. 
It should enhance parliamentary control of public expenditure if the Public Accounts 
Committee could deal with the Public Accounts and the Report of the Auditor General 
thereon before consideration had to be given to the Estimates of the next succeeding year. 
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Under the present procedure, my Report now made to the House deals with the 
accounts to be found in the Public Accounts of Canada for the fiscal year ended March 31, 
1969 which were tabled in the House by the Minister of Finance on January 19, 1970. 
Following tabling, the Public Accounts Committee must await referral of the Public 
Accounts and of my Report thereon before it can commence its meetings. 


If present procedures could be improved, it would mean that the Public Accounts 
Committee should be able to examine and deal with the Report of the Auditor General 
and report upon it to the House before the Auditor General produces the succeeding 
year’s Report. I believe that this would be a fairer arrangement for those public servants 
whose administration must come under examination by the Committee as they would 
then be given an opportunity at an earlier date to present their side of the case to the 
Committee. 

I hope members of the House will subscribe to the importance of a study being made 
of these procedures and that the Public Accounts Committee might perhaps direct that 
they be examined by the appropriate departmental officials and by me to determine the 
practicability and possibility of action along these lines. 


Practice in the Commonwealth of Australia 


200. My belief that our procedures merit examination has been strengthened by my | 
observations of these processes in certain other Commonwealth countries. In Australia, | 
for example, the Treasurer’s Statement of Receipts and Expenditure is brought down — 
within a matter of weeks of the end of the fiscal year and is then reported upon by the © 
Auditor General, examined by the Public Accounts Committee and reported upon by that — 
body to Parliament, all within the ensuing three months. It does not necessarily follow — 
that all of our Canadian processes could be completed with such despatch mainly because — 
the Public Accounts of Canada are considerably more detailed than the Treasurer’s State- — 
ment of Receipts and Expenditure in the Commonwealth of Australia, a document of — 


approximately 100 pages. 


The financial year of the Commonwealth of Australia runs from July 1 to June 30 © 
and the practice is for a draft copy of the Treasurer’s Statement to be printed (without — 
financial figures) and made available in the month of June to the Auditor General for — 
audit verification of the detailed heads of Revenue and Appropriations. I am indebted | 
to the Auditor General for the Commonwealth of Australia for furnishing me with the : 
following timetable which he and his colleagues in Canberra followed for the year ended 


June 30, 1969: 


Ve ures “COME eG weit semen ates. tte a eee ee July 5 
2. Signed copies transmitted by the Treasurer to the 

PAUCUIGON  GIONOLaL, tity va, woe enters Maker eeiane Palen matte meets August 12 
3. Auditor General’s Report tabled in Parliament .......... August 19 


4. Discussions of Auditor General’s Report completed by 
Auditor General with the Public Accounts Committee .... August 27 
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5. Public inquiries completed by the Public Accounts 
Committee and report of the Committee 
Ree eam ree et | ATCT iy a, vith. ue acs phe Ga a o/a oh al oe eebtoe eee Ger esata iste September 25 


The Report of the Auditor General of Australia on the Treasurer’s Statement of 
Receipts and Expenditure is approximately 400 pages in length. Under provisions of the 
Audit Act, he follows this with a supplementary report containing information and com- 
ments concerning mainly the accounts of statutory authorities, Commonwealth-owned 
companies and other Commonwealth activities. This supplementary report is then exam- 
ined at a later date by the Public Accounts Committee which reports thereon to the 
Parliament of the Commonwealth. 


The Public Accounts Committee in the Commonwealth of Australia is a Joint Par- 
liamentary Committee established by an Act of Parliament in 1951. This Act provides 
for the Committee to meet “as soon as practicable after the commencement of the first 
session of each Parliament”. The duties of the Committee as set out in section 8 of the 
Act are: 

(a) to examine the accounts of the receipts and expenditure of the Commonwealth and 


each statement and report transmitted to the Houses of the Parliament by the Auditor 
General in pursuance of subsection (1) of section 53 of the Audit Act 1901-1950; 


(6) to report to both Houses of the Parliament, with such comment as it thinks fit, any 
items or matters in those accounts, statements and reports, or any circumstances con- 
nected with them, to which the Committee is of the opinion that the attention of the 
Parliament should be directed; 


(c) to report to both Houses of the Parliament any alteration which the Committee thinks 
desirable in the form of the public accounts or in the method of keeping them, or in the 
mode of receipt, control, issue or payment of public moneys; and 


(d) to inquire into any question in connexion with the public accounts which is referred 
to it by either House of the Parliament, and to report to that House upon that question, 


and include such other duties as are assigned to the Committee by Joint Standing Orders 
approved by both Houses of the Parliament. 
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Summary of Assets and Liabilities 


201. The Statement of Assets and Liabilities as at March 31, 1969, with comparative | 
figures as at the end of the preceding year, prepared by the Receiver General for inclu- | 
sion in the Public Accounts as required by section 64 of the Financial Administration Act | 
and certified by the Auditor General, is reproduced as Exhibit 2 to this Volume of the | 
Report. 


Assets | 
202. The following table shows the assets at March 31, 1969, by main headings in the 


Statement of Assets and Liabilities, and the corresponding balances at the close of the | 
two previous years: 


March 31, 1969 March 31, 1968 March 31, 1967 


Cumrentiassets ave ra aites 2G. eae le Re $ 981,374,000 $ 1,3844,131,000 $ 1,236,171,000 
Departmental working capital advances... 188,871,000 186,540,000 157,795,000 
Cashin blocked currenoyisi 2 0. 2 1,914,000 2,136,000 2,136,000 


Advances to the Exchange Fund Account... 2,867,000,000 2,033 , 312,000 2,355 , 000 , 000 
Investments in United States dollar securi- 
ties issued by other than the Government 


ORAM Vii lal ca tiem ohig rei. eye tana 90 , 329 ,000 122,617,000 180,029 , 000 
Canada Pension Plan Investment Fund... 2,022,947,000 1,280,788 ,000 615,521,000 
Investments held for retirement of unma- 

AUTOR CODE Aut os jut Mua) Bund Miia! ck Re gale 6,378,000 8,140,000 3,152,000 
Loans to, and investments in, Crown cor- 

DOTAEIONS HON an) MR revi, ciate: « ek ae 8,767,795 , 000 7,935 ,611,000 6,728 , 665,000 
Loans to national governments........... 1,269, 213,000 1,206 ,084 , 000 1,201,581 ,000 
Other loans and investments............. 2,114,340,000 1,945,156,000 1,713,998 ,000 
Securities nel ini trust: QOsOe' SA 111,466,000 59,535,000 50,853 , 000 
Deferred chareedet.5 wwih. ibd towed ails 613,356,000 491,955,000 581,846,000 
Inactive loans and investments........... 94,824,000 94,824,000 94,824,000 

Total recorded assets............... 19,129,807 , 000 16,710,829 ,000 14,921 ,571,000 
Less—Reserve for losses on realization of 

CXC Wie PNR SORT YAR ROYOR AC APD REM UTD Oe 546 , 384,000 546,384,000 546,384,000 

Net recorded assets...............5. $ 18,583,423,000 $ 16,164,445,000 $ 14,375,187,000 


with the comparable balances at the close of the two previous years, were: 


March 31,1969 March 31,1968 March 31, 1967 


COMB TEC, SMR. hur ernie? Samet’ eae’ ities ha $ 884,933,000 $ 1,260,654,000 $ 1,009,249,000 
Securities held for the Securities Investment 

SC IPUNTT EKA ath k hd ad ace Sa oe a OR ORR ate eee 44 , 427 ,000 44 355,000 197 ,689 ,000 
Other current-aseete 16/5 ae Sadat. alk 52,014,000 39,122,000 29 , 233 ,000 


$ 981,374,000 $ 1,344,131,000 $ 1,236,171,000 
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The $44,427,000 balance in the Securities Investment Account represents the amor- 
tized cost of securities of Canada held temporarily by the Minister of Finance under the 
authority of section 17 of the Financial Administration Act. 


The total of $52,014,000 shown for “Other current assets” comprises Post Office 
cash on hand and in transit, $18,717,000, and cash totalling $33,297,000 received by all 
departments after March 31, 1969 which was applicable to, and was recorded in, the 
1968-69 accounts. 


204. Departmental working capital advances. The balances included under this 
heading at March 31, 1969, with the comparable balances at the close of the two previous 
years, were: 


March31,1969 March31,1968 March31, 1967 


Stockpiling of uranium concentrates............... $ 87,236,000 $ 74,956,000 $ 57,163,000 
Defence Production Revolving Fund............... 34,549,000 39,052,000 34,018,000 
Miscellaneous departmental accountable, imprest and 

SU aCe te reins reales ed as 28 , 467 ,000 27,084,000 23 , 226 , 000 
Holleeranarconraver. BU Pee Ph Ol oad feu 14,857,000 15,559 , 000 18,048,000 
PEP ANEDOEU tO es ney ee ihe cg KO AU oo ca a Pe ed 7,999,000 11,409,000 10,186,000 
OE eee eres CT eI es ayn aes ne e's «bw es 15,763 ,000 18,480,000 15,204,000 


$ 188,871,000 $ 186,540,000 $ 157,795,000 


The amount of $87,236,000 for stockpiling of uranium concentrates comprises the 
accumulated costs of acquiring, refining and storing these concentrates. 


The Defence Production Revolving Fund, established under the authority of section 
16 of the Defence Production Act, R.S., c. 62, provides funds to finance the cost of stocks 
of defence supplies and essential materials and for working capital loans and advances 
to manufacturers of such supplies and materials. 


The item “Miscellaneous departmental accountable, imprest and standing advances” 
includes travel and other advances held by departments, government agencies and indi- 
viduals over the year-end. The larger departmental totals of outstanding advances at 
March 31, 1969 were: Department of Labour, $11,382,000; Department of National 
Defence, $10,557,000; Department of Manpower and Immigration, $1,373,000; and 
Department of Communications, $1,143,000. 


205, Cash in blocked currency. Blocked currencies total $1,914,000 of which 


all but $4,000 was on deposit in the Central Bank of Chile. This deposit, which 
originated with the repayment of loans made by Export Credits Insurance Corporation 


to companies in Chile, earns interest at 6% per annum and is being transferred to Canada 
in instalments to be completed by 1973 pursuant to the terms of an agreement with the 


Government of Chile. During the year $227,000 was received. 


206. Advances to the Exchange Fund Account. This Account is operated by the 
Bank of Canada on behalf of the Minister of Finance, and advances are made by the 
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Minister from time to time within the maximum ($3,500,000,000 at March 31, 1969) 
authorized by the Governor in Council under section 23 of the Currency, Mint and — 
Exchange Fund Act, R.S., c.315. The balance of the Account at March 31, 1969 was 
$2.867,000,000 and the value of the assets acquired from these advances was $2,897,- 
282,000, indicating an unrecorded surplus of $30,282,000. By comparison, the unrecorded 
surplus at the end of the preceding year was $29,729,000. 


A summary of the holdings in this Account at December 31, 1968 is included in | 
paragraph 313 of this Volume of the Report. 


ee a 


207. Investments in United States dollar securities issued by other than the Govern- | 
ment of Canada. These holdings consist of $90.3 million of special United States of } 
America securities acquired under the authority of Order in Council P.C. 1964-1427 of | 
September 10, 1964, pursuant to Vote L17a, Appropriation Act No. 7, 1964, 1964-65, c. 20, — 
which provided for their purchase out of United States dollars paid to Canada pursuant to | 
the Treaty between Canada and the United States of America relating to co-operative b 
development of the water resources of the Columbia River Basin. Securities mature on I 
November 1 of each year to 1971. In November 1968 securities of $32.3 million (US $30 | 
million) matured and were redeemed by the Government of the United States. | 

| 
| 


208. Canada Pension Plan Investment Fund. Funds of the Canada Pension Plan in | 
excess of an amount estimated as required to meet all payments in the following three | 
months are available for investment in 20-year non-negotiable provincial and federal 
securities at the current interest rate. Investments in these securities at March 31, 1969, — 
with the comparable balances at the close of the two previous years, were as follows: | 


} 
i 


March 31, 1969 March 31,1968 March31, 1967 
CONUALIG sheer Fe Ue ae ee Meer es een ee PU $ 1,140,592,000 $ 728,599,000 $ 352,697,000 
Briush:Columbias Js: cascode ees 293 ,593 ,000 186 ,085 , 000 89,484,000 
DM latch ae © aap Ay CoN ASRU AN RegeiR dew eta See (7 181,758,000 113,333,000 54,135,000 
IM BTIEOD Acie ar, Aaa as ier eaueties Stade IN Aa 118,662,000 76,412,000 37,016,000 
Dad AlCDOMAl wut ae tue ser ste Yt eer acetc terres 91,465,000 55,557,000 25,894,000 
Wova Scotia Aint WI Mantel da ees 77,091,000 47,862,000 22 ,663 ,000 
New bitiiswick sacitaws eyo ce td o-odeitszessstecsenes 58,774,000 37,007 ,000 17,679,000 
Newfoundland . 34 chm satan sc ota aie eee 37,930,000 23 , 693 ,000 11,693 ,000 
Penee award Isiand 300i on ee eae ee 7,145,000 4,288 ,000 1,998,000 
(OBE CR AM T AIRS eee eats teh eee ote a etn ets aan 4,622,000 2,244,000 368 , 000 
Ganada eth eaew Lis Pee en Ps Le at 11,315,000 5,708,000 1,894,000 

$ 2,022,947,000 $ 1,280,788,000 $ 615,521,000 


209. Investments held for retirement of unmatured debt. These investments of | 
$6,378,000 consist of 54% Canada bonds maturing on August 1, 1980, with a face value | 
of $7,202,000, purchased under terms of issue whereby the Government is to endeavour 
to purchase quarterly, in the open market and under certain conditions, one-half of one | 
percent of the principal amount of the issues. 
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Loans and 
advances 


Capital stock 
at cost 


Central Mortgage and Housing Corporation. .$ 


Canadian National Railways................ 
FarmrCredit: Corporation..<c\c2404 (eG Ge. 
The St. Lawrence Seaway Authority......... 
WNationalltLarbours Board’, 302 20289 90.7. ¢ 
Export Credits Insurance Corporation....... 
Atomic Energy of Canada Limited.......... 
Canadian Overseas Telecommunication Cor- 

oration) crete m ity. oles dk waned Ss oe OM. 10 
Northern Canada Power Commission........ 
Canadian Dairy Commission................ 
Polymer Corporation Limited............... 
National Capital Commission, other than 

Greenbelt—see also below................ 
Canadian Corporation for the 1967 World 

Exhibition—see also below............... 
Canada Deposit Insurance Corporation...... 
Canadian Commercial Corporation.......... 
Cape Breton Development Corporation....... 
Canadian Broadcasting Corporation—working 

capital—see also below................04. 
Eldorado Nuclear Limited.................. 
EAAIUKTOIMOANAGHIN Aakshult a oh dolesh oosle sted aa « 


Canadian National Railways—re acquisition 

and repair of passenger equipment......... 
Northern Transportation Company Limited... 
Canadian National Railways—re Yarmouth- 

IB APALIArOOUT SOIT ies Gesrtkic Gee ueche bie gaan 
Canadian Film Development Corporation.... 
Canadian National (West Indies) Steamships, 
Tace natok Pree ine ane ee Rea, £8. 
Canadian Patents and Development Limited. . 


Recovery likely to require parliamentary ap- 
propriations— 
Canadian Corporation for the 1967 World 
PUK GUND Mee tae ee cane aise aNoLs ata 
Canadian Broadcasting Corporation....... 
National Capital Commission— 
“CT TSE UY OTE ODOR Td eae ei aang a 


Se 


1,133,313 ,000 


5,000, 000 
15,000,000 


30,000,000 


10,000,000 


8,247,000 


5,920,000 


1,000 
296 ,000 


1,207,777 ,000 


849,784,000 


1,049 , 922,000 


521,160,000 
261,163,000 
226 575,000 
192, 437,000 


49,343,000 
42,056 ,000 
41,955,000 
28,181,000 
25,150,000 
13,500,000 
15,500,000 
10,000,000 


9,000, 000 


5,000,000 


2,416,000 
2,000,000 


617,000 
367,000 


324,000 


7,307 ,053 , 000 


122,900,000 
92,370,000 


37,695,000 
252 , 965 , 000 


Total 


$ 3,960,603,000 $ 3,960,603 ,000 
1,983 ,097 ,000 
1,049 , 922,000 


521,160,000 
261, 163 ,000 
231,575,000 
207 , 437 ,000 


49 ,343 ,000 
42,056 , 000 
41,955,000 
30,000 , 000 


28, 181,000 


25,150,000 
23 , 500 , 000 
15,500,000 
10,000,000 


9,000,000 
8,247,000 
5,920,000 
5,000,000 


2,416,000 
2,000,000 


617,000 
367 ,000 


325 ,000 
296 , 000 


8 514,830,000 


122 , 900 , 000 
92,370,000 


37,695,000 
252,965 ,000 


$ 1,207,777,000 $ 7,560,018,000 $ 8,767,795,000 
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210. Loans to, and investments in, Crown corporations. The following schedule 
shows the nature of these loans and investments at March 31, 1969: 


The total of $8,767,795,000, an increase of $832,184,000 over the previous year, does 
‘not represent the total equity of Canada in its Crown corporations at March 31, 1969. 
This equity in fact amounted to $10,206,050,000, as shown by the individual financial 
statements published in Volume III of the Public Accounts and as summarized in Appen- 
dix 12 on page 9.28 of Volume I of the Public Accounts. The principal reason for this is 
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that the accounts of Canada are maintained on a modified cash basis which does not 
provide for recording as assets such items as surpluses of Crown corporations or the cost 
of certain capital assets which have been charged to expenditure. In no sense does the | 
Statement of Assets and Liabilities of the Government of Canada purport to be a con- | 
solidation including the accounts of its wholly-owned corporations. The corporations | 
maintain their individual accounts on the accrual accounting basis followed in commer- | 
cial practice and a number have fiscal years conforming to the cycle of their individual | 
operations rather than the April 1 to March 31 fiscal year. | 
’ 
| 


Advances to Central Mortgage and Housing Corporation, made pursuant to section 
22(1) of the Central Mortgage and Housing Corporation Act, R.S., c. 46, increased by 
$385 million resulting from additional advances of: $376 million for loans to approved 
borrowers less repayments of $104 million; and $129 million less repayments of $16 mil- 
lion in respect of projects entered into with provinces, municipalities and universities. 


The total for the Canadian National Railways increased by $201 million due to: | 


(a) further investments in 4% preferred stock of the Company pursuant to section 6 of 
the Canadian National Railways Capital Revision Act, R.S., c. 311, continued by 
the Canadian National Railways Financing and Guarantee Act, 1967, 1967-68, c. 14, 
and the Canadian National Railways Financing and Guarantee Act, 1968, 1968-69, 
CPS Cia Use coral epee gelaace retin Gd Gow ete e Nyc tical Nam ie Ue, Coe ee ae $ 28,118,000 


Canadian National Railways Financing and Guarantee Act, 1941, 1940-41, c.12 


Canadian National Railways Financing and Guarantee Act, 1942, 1942-43, aa 9, 863 , 000 


Canadian National Railways Refunding Act, 1955, 1955, c. 81...........4.. 55, 800,000 | 
Canadian National Railways Financing and Guarantee Act, 1967, 1967-68, c. 14 . 
Section'3—capital expenditure. FANPAGE A 6 OP a ee ee 45,000,000 
Canadian National Railways Financing and Guarantee Act, 1968, 1968-69, c. 9 
Section aw wasns covAIr Canadas. oul ya eae Oe he ok eee weed oleate 54,793,000 | 

ection 9-—capital expenditures’s!..2 60) sc dia gee a aie awe ae pune ee sie 20 ,000 , 000 

Section, 4i--temporary financing OU CINURA Wy aon ss sta eee tees bes we 5,000,000 | 

Section 12—temporary financing of Air Canada.................00000% 3,333 ,000 | 

221,907 ,000 

Less— Repayments of advances made in the previous year for temporary financing 20,959,000 


$ 200,948,000 


The advances to the Farm Credit Corporation increased by $128 million over the 
preceding year due to further loans of $172 million, less repayments of $49 million, and 
$5 million paid to the Corporation under section 12 of the Farm Credit Act, 1959, c. 43, | 


as additional capital. | 
j 


The amount shown for The St. Lawrence Seaway Authority increased by $29 million 
comprising additional loans of $23 million and a net increase of $6 million in deferred 
interest. Included in loans to the Authority are interest-free advances of $75 million for | } 
the Welland Canal. ' 


The total for the National Harbours Board loans increased by $11 million due to | 
further advances of $5.1 million for Vancouver Harbour and $1.3 million for Montreal! 
Harbour under the authority of Vote L120, Appropriation Act No. 4, 1968, 1968-69, c. 11, 
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and a further loan of $4.6 million to the Saint John Harbour Bridge Authority pursuant 
to Vote L106b, Appropriation Act No. 7, 1967, 1967-68, c. 8. 


The amount shown for Export Credits Insurance Corporation reflects an increase of 
$32 million in advances to enable the Corporation to provide long-term financing of 
export sales of capital goods and services. 


There was an increase of $69 million in advances to Atomic Energy of Canada 
Limited, mainly for the construction of: Nelson River transmission line, $25 million; 
Gentilly nuclear power station, $22 million; Pickering generating station, $19 million; 
and manufacturing facilities and a laboratory for the Commercial Products Division, 
$2 million. 


The amount for Northern Canada Power Commission increased by $8 million over 
the preceding year due to further loans of $9 million under authority of Vote L65, Appro- 
priation Act No. 4, 1968, 1968-69, c. 11, and Vote L65b, Appropriation Act No. 1, 1969, 
1968-69, c. 23, less repayments of $1 million. 


The amount shown for the Canadian Dairy Commission increased by $20 million 
over the preceding year due to further loans of $55 million, less repayments of $35 mil- 
lion, under the Canadian Dairy Commission Act, 1966-67, c. 34. 


Loans to the National Capital Commission for purposes other than the Greenbelt 
_were reduced by $9.2 million during the year because of transfers totalling $5.5 million 
) from the National Capital Fund relating to properties which in the view of the Commis- 

sion had been put into use during the year, and a payment of $4 million from appropria- 
tions of the Department of Public Works towards the cost of the LeBreton Flats site of 
| ithe then proposed National Defence Headquarters. 


The amount of $25,150,000 shown as loans to the Canadian Corporation for the 1967 
World Exhibition represents that portion of the loans which is equivalent to the balance 
owing to the Corporation by the City of Montreal with respect to the City’s share of the 
_Corporation’s deficit. This amount has since been covered by notes of the City of Mont- 
real in the amount of $14 million and of the Province of Quebec in the amount of $11 
‘million. 


| The amount shown for the Canada Deposit Insurance Corporation decreased by 
$6 million from the preceding year due to repayments of $14 million, less further loans 
of $8 million made pursuant to section 34 of the Canada Deposit Insurance Corporation 
‘Act, 1966-67, c. 70. 

| The amount shown for the Cape Breton Development Corporation increased by 


$5 million over the preceding year due to further advances made under the authority of 
section 19(2) of the Cape Breton Development Corporation Act, 1967-68, c. 6. 


| Loans of $2 million were made during the year to Northern Transportation Company 
Limited under the authority of Vote L70 of Appropriation Act No. 4, 1968, 1968-69, c. 11, 
to finance the acquisition of transportation facilities for use on the Mackenzie River and 
Central Arctic Coast. 


eo 


oe 
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Advances of $367,000 were made during the year to the Canadian Film Development 
Corporation under the authority of the Canadian Film Development Corporation Act, 
1966-67, c. 78, which appropriated $10 million to foster and promote the development 
of a feature film industry in Canada. 


The amount of $122,900,000 shown as due from the Canadian Corporation for the 
1967 World Exhibition represents Canada’s share of the estimated final deficit of the 
Corporation. Authority for the deletion of this amount from the accounts of Canada is 
contained in the Expo Winding-up Act, 1969-70, c. 1. 


The financing of the capital requirements of the Canadian Broadcasting Corporation | 
continued to be by means of loans. Additional loans, under the authority of Vote L100, © 
Appropriation Act No. 4, 1968, 1968-69, c.11, totalled $22 million. Repayments during | 
the year amounted to $4 million. Repayment of the loans of $92,370,000 outstanding at | 
March 31, 1969 will involve parliamentary appropriations over a period of 20 years. 


211. Loans to national governments. The following is a listing of the balances of | 
these loans at March 31, 1969 in comparison with the balances at the close of the two | 
previous years: 


March 31, 1969 


March 31, 1968 March 31, 1967 


Ra GOS ein doris sa & iicloin Ricki tteib nec cient ohne $ 1,058,091,000 $ 1,039,999,000 $ 1,059,231 ,000 
PANE G sie ncle die go hl a et enegaie y's Caro as uum: tLe alerts 67 ,600 , 000 67,600,000 67,600 ,000 
Netherlands Yan's fee rnc 2 eee Ren tae « yiele ies 6 32,130,000 32,130,000 32,130,000 
BelOUM 7H ss. ATs LANs, dt ce stoke ay seen Gketetens las 18,456,000 20, 763 ,000 23,070,000 
ICE TE WAG: CMDS aan Te Meee te ire PEP De re = 1,323,000 3,969 ,000 


305 , 000 
1,176,582 ,000 
Special assistance loans to developing countries: 


164,000 


1, 161,979,000 


527 ,000 


1, 186,527,000 


Indias, Ait LEN @ CARRE oe he 42,935,000 16,953 ,000 1,579,000 
Pakistan? 3 calor serene. ant. gor as oo aeksot 22,672,000 12,665,000 7,277,000 
WigGtia lt yalotee 2) dent ne cites tines aaa ley. Wel 5,705,000 3,976,000 3,031,000 
OB IOTA MRI We reshesscclerecsutete a Metra icra ope are 4,243 ,000 2,974,000 974,000 
Trnidad andiTobagoicerft: 20. Petes 3,777,000 2,839,000 1,628,000 
AA ITS. VO) SER OTR F URES SEN She. Oh, Uae ROA a We 3, 247,000 1,540,000 251,000 
CSUIVANE. oie create Gade ein obser ela ensuict cede ce 2,361,000 1,067,000 314,000 
Fol ORLY AUOT.. sisie.s acsik eee see ehesee ee ee eke 2,068 ,000 51,000 — 
PL AEIZ AIUD ee Sexe a oat cree kins (os Meee eae 2,043 ,000 1,770,000 —_ 
Other-countries? 2 PS, Ee SP? 228 3,580,000 270,000 — 
92,631,000 44,105,000 15,054,000 


$ 1,269,213,000 $ 1,206,084,000 $ 1,201,581,000 


The 1968 annual instalment of principal and interest on the loan to the United 
Kingdom was deferred by the United Kingdom as permitted by the provisions of The 
United Kingdom Financial Agreement Act, 1946, 1946, c.12. The increase in the indebted- 
ness at March 31, 1969 results from the addition of interest amounting to $18 milliag 
for 1968, which was deferred to December 31, 2004. 


—— 


No payments were due from France and the Netherlands because of special pay- 
ments made in 1962-63 covering instalments up to and including the 1969 instalment. 
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The special assistance loans to developing countries increased by $49 million. These 
include loans of $27 million repayable over 40 years, following a grace period of 10 years 
from the date of execution of each agreement, which bear interest at 3 of 1% per annum 
on the amount of the loan committed less any repayments, and $58 million of interest- 
free loans, also repayable over 40 years with a grace period of 10 years. 


212. Other loans and investments. The balances comprising this asset at March 31, 
1969, with the comparable balances at the close of the two previous years, were: 


March 31, 1969 March 31,1968 March 31, 1967 


Subscriptions to capital of, and working capital 
advances and loans to, international organ- 


VALI LOY ie cE eR a a at at etn $ 999,124,000 $ 969,646,000 $ 952,188,000 
Weterans and Act FRING 4 oc /6 1a siaie + ayeeese opel 446,111,000 406 , 231,000 333 , 857 ,000 
Less—Reserve for conditional benefits...... 24,443 ,000 23 , 282 ,000 22,449,000 
421,668 ,000 382,949,000 811,408 , 000 
Municipal Development and Loan Board..... 281,312,000 280,595 , 000 236 , 331,000 
Less—Reserve for forgiveness of indebted- 
UE GN ee Ge 9 ee ne Pe aT EN — 922 ,000 5,097,000 
281,312,000 279 ,673 ,000 231 , 284,000 
POV CIA GR COVETN MCI crcosnascaces <saendnaasiseneinonnarc 270 , 328,000 187 , 748 ,000 123 ,515,000 
Housing projects for the Canadian Forces.... 21,660,000 21,598,000 20 , 497 ,000 
Manufacturers of automotive products in 
CaO as. .°.:5 gyi. Bie eos. 5 2B). BA Das 21,644,000 20 , 505 ,000 12,627,000 
Government of the Northwest Territories..... 16,810,000 12,781,000 8,876,000 
Government of the Yukon Territory......... 15,308,000 11,480,000 9 ,073 ,000 
Manufacturers—defence plant modernization. 14,643 ,000 10,210,000 — 
Assisted passage scheme................055 11,974,000 13,219,000 11,096,000 
Government equity in agency account of 
Crown Assets Disposal Corporation........ 7,761,000 7,257,000 7,298 ,000 
Other-balances . escwrcerccers . eee ee 32,108,000 28,090 , 000 26,186,000 


$ 2,114,340,000 $ 1,945,156,000 $ 1,713,998,000 


The following is a listing of Canada’s subscriptions to capital of, and working capital 
advances and loans to, international organizations at March 31, 1969, in comparison with 
the amounts at the close of the two previous years: 


March 31, 1969 March31,1968 March 31, 1967 


Subscriptions to capital— 


Internationali Monétary. Funds} ost Jeane. alee $ 782,655,000 $ 782,655,000 $ 782,655,000 
International Development Association.......... 112,776,000 85,749,000 70,722,000 
International Bank for Reconstruction and Devel- 

ODMH TAIT TEA See ek di ree ele eR 85,024,000 85,024,000 85,024,000 
Asian: Development JsAN Ke 38.45 holed in: «yeh case deuatle ss 8,108,000 5,405 ,000 2,703 ,000 
International Finance Corporation............... 3,022,000 3,522,000 3,022,000 

992 ,085 , 000 962,355,000 944 ,626 ,000 
Working capital advances and loans............... 7,039,000 7,291,000 7,562,000 


$ 999,124,000 $ 969,646,000 $ 952,188,000 
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During the year Canada increased its subscription to the capital of the International 
Development Association by $27 million as authorized by Vote L28, Appropriation Act 
No. 4, 1968, 1968-69, c.11, and also subscribed $2.7 million for the purchase of an addi- 
tional 250 shares in the Asian Development Bank as authorized by Vote L23b, Appro- 
priation Act No. 9, 1966, 1966-67, c.56. 


The increase of $39 million in the Veterans’ Land Act Fund was mainly due to 
additional advances of $68 million for the purchase of property, less repayments of $27 
million. 

The Municipal Development and Loan Board advances were made pursuant to the 
Municipal Development and Loan Act, 1963, c.13, to provide financial assistance to 
augment or accelerate municipal capital works programs. The Act provided for the for- 
giveness of 25% of the principal amount of a loan where the municipal project in respect 
of which the loan was extended was completed to the satisfaction of the Municipal Devel- 
opment and Loan Board on or before September 30, 1966, and 25% of the cost of the 
work performed to that date where the project was not completed until a later date. 


The loans to provincial governments at March 31, 1969, with the comparable bal- 
ances at the close of the two previous years, were: 


March 31,1969 March31,1968 March31, 1967 


Ce beGe berm ikber ce oe foe Sie oe ene ee mE $ 73,460,000 $ 18,912,000 $ — 

PR GREPUTIOWIGE bic lca EAM tn RNC une ie had ayer n tg 56,527,000 45,172,000 31,782,000 
PROV COR Me ia kya CET te A Na cea arene ae ere 47,462,000 38,394,000 22,394,000 
INIOWUIOI ITN ANCL. Col cee Merk wha uc semen eee ee J 46 ,600 ,000 30,389,000 17,725,000 
Es MRECUC WON). wo ie ne oe ge Mall ce) ee Se Mn 23 , 592,000 29,199,000 26 , 386 ,000 
NaNO Dawiabilee oo ce Ce Pe ke Gated ee ee 9,675,000 10,801,000 9,461,000 
rrlistt (On DIa, cree wee es Cate eee Pee ee 8,503 , 000 9,431,000 10,343 ,000 
CL Pe) ns ee Oe PRET IE SE ION CR De Sa 4,509,000 4,970,000 5,424,000 
Prince mhaward Isler, Gt hc cone Mari, PB ae Ns, — 480 ,000 — 


$ 270,328,000 $ 187,748,000 $ 123,515,000 


The following schedule shows the nature of the loans to the provincial governments: 


March 31,1969 March31,1968 March 31, 1967 


Advances and loans pursuant to the Atlantic Prov- 


inces Power Development Act, 1957-58, c.25...... $ 144,758,000 $ 101,938,000 $ 71,900,000 
Quebec share re guarantee 1967 World Exhibition 
IGRI ccc oes Sts le Loe y RE ee CRT note ee 60,491,000 — a 


Treasury bill indebtedness of the Governments of the 
Western Provinces pursuant to the provisions of the 
Western Provinces Treasury Bills and Natural 
Resources Settlement Act, 1947, ¢.77........000. 31,233 , 000 34,545,000 37,815,000 


Overpayments to provinces arising from the Federal— 
Provincial Fiscal Arrangements Act, 1960-61, c.68. 19,606,000 38,081,000 — 


Saskatchewan—re South Saskatchewan River Project 12,337,000 12,337,000 12,692,000 
6 TT PRR yey Ae enn Oy Day URIS, Adit ame rete 1,903 ,000 847 ,000 1,108,000 
$ 270,328,000 $ 187,748,000 $ 123,515,000 
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Advances and loans to the provinces pursuant to the Atlantic Provinces Power 
Development Act increased by $43 million over the preceding year due to further ad- 
vances of $44 million under the authority of Vote L85, Appropriation Act No. 4, 1968, 
1968-69, c.11, less repayments of $1 million. 


The securities issued by the Canadian Corporation for the 1967 World Exhibition 
were guaranteed jointly by Canada and the Province of Quebec. As a result of the Cor- 
poration’s inability to meet principal payments on notes held by Canada, the Province 
of Quebec delivered to Canada notes of the Province in the amount of $74 million payable 
in 48 monthly instalments with interest at 5.46%. 


213. Securities held in trust. The amount of $111,466,000 at March 31, 1969 repre- 
sents securities held for the following accounts: guarantee deposits in respect of oil and 
gas permits, $89,732,000; deposits in respect of tax on recaptured capital cost allowances 
on commercial and fishing vessels, $7,722,000; guarantee deposits in respect of customs 
duties and excise taxes, $5,609,000; pilots’ pension funds, $3,957,000; contractors’ securi- 
ties, $1,784,000; and other, $2,662,000. 


214. Deferred charges. The balances included under this heading at March 31, 1969, 
with the comparable balances at the close of the two previous years, were: 


March 31, 1969 March31,1968 March 31, 1967 


Unamortized portion of actuarial deficiencies— 


Canadian Forces Superannuation Account........ $ 242,691,000 $ 187,617,000 $ 260,223,000 
Public Service Superannuation Account.......... 186 , 487 ,000 150,320,000 189 , 453 ,000 
Royal Canadian Mounted Police Superannuation | 


rn Tre rls OUR 68 cy roi om a yl oe wR eas 20,720,000 15,816,000 10,957,000 


449 , 898,000 353, 753 ,000 460 , 633 ,000 
Unamortized loan flotation costs.................. 163 , 458 ,000 138 , 202 ,000 121,213,000 


$ 613,356,000 $ 491,955,000 $ 581,846,000 


| The relative superannuation statutes provide that actuarial deficiencies resulting 
from salary revisions and periodical valuations of the Superannuation Accounts be 
_ charged to expenditure in five equal annual instalments. The item “Unamortized portion 
_of actuarial deficiencies” represents the portion of the actuarial deficiencies to be charged 
_ to expenditure in subsequent fiscal years. During the year $293 million was charged to 
this account; $255 million resulted from salary revisions and the balance of $38 million 
represented the provision required for the actuarial deficiency revealed by the valuation 
made of the Canadian Forces Superannuation Account as at December 31, 1965. Credits, 
representing that portion of the actuarial deficiencies charged to expenditure in the year, 
amounted to $197 million. 


| The item ‘“Unamortized loan flotation costs” records the unamortized portion of dis- 
counts and commissions paid on the flotation of loans. These costs are amortized, in the 
ease of general loans, over the period from the date of issue to the earliest call date, if one 
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is specified, otherwise to the maturity date of the loan, and in the case of Canada Savings 
Bonds over a period of five years from the date of issue. 


215. Inactive loans and investments. The $94,824,000 shown for this item, which has 
remained unchanged for many years, comprises the following balances: 


Loan to China in 1946 under the Export Credits Insurance Act, R.S., c.105............ $ 49,426,000 

Loans to Roumania in 1919 for the purchase of goods produced in Canada............ 24,329,000 
Balance arising out of implementation of guarantee, given under the Export Credits In- 
surance Act, of loans by chartered banks to Ming Sung Industrial Company Limited 

(carrying prior guarantee by the Government of China)...................0e006- 14,470,000 

Loans to Greece in 1919 for the purchase of goods produced in Canada................ 6,525,000 
Loan to Province of Saskatchewan in 1908 for the purchase of seed grain (last payment 

Yeceived.in 1.95960) s.. 8S cid. dds bate Jem tales te meee SO) AR oe Ed ah eee 74,000 

$ 94,824,000 

Liabilities 


216. The following table shows the liabilities at March 31, 1969, by main headings | 
in the Statement of Assets and Liabilities, and the corresponding balances at the close | 
of the two previous years: | 


March 31, 1969 March 31, 1968 March 31, 1967 


Current and demand liabilities........... $ 2,219,087,000 $ 2,310,627,000 $ 1,672,102,000 


Deposit and trust accounts. .........5... 511,843,000 440 , 885,000 347 , 314,000 
Annuity, insurance and pension accounts.. 10,520,063 ,000 9,052,968 , 000 7,915,922 ,000 
Undisbursed balances of appropriations to 

SpecialaccOunis. wat naka «meat manee 235 , 508 , 000 124,819,000 101,518,000 
Refundable corporation tax.............. 140, 806 , 000 235 , 269 , 000 196,157,000 
Provision for compound interest on Canada 

PAVINGe SONGS ou Rains hs ease eee 12,421,000 26 ,041 ,000 19,993 ,000 
DDE agers Oe oa 174,326,000 149,861,000 142,828,000 
Srnenee acco ts. ten ta. 6 lk ere 4,249,000 3,825,000 4,097 ,000 


Unihatiied debt. e)ee ters cette 22,100,958,000  20,579,875,000  19,940,206,000 


$ 35,919,261,000 $ 32,924,170,000 $ 30,340, 137,000 


217. Current and demand liabilities. The balances comprising this item in the State- 
ment at March 31, 1969, in comparison with the balances at the close of the two previous 
years, were: | 

March 31, 1969 March 31, 1968 March 31, 1967 


Non-interest-bearing notes payable to the 
International Monetary Fund and other 


international organizations............ $ 601,008,000 $ 816,730,000 $ 366 , 378,000 
Outstanding treasury cheques........... 502,541,000 427,401,000 382,625,000 
AS CULIN LS THA VEDIO es ao) Aiccaes ea « ane eee reat 470,162,000 520,196,000 454,510,000 
Interest BCCTOCUT s.  e e ts cat eee ee eee 399 , 433 ,000 315, 283 ,000 286 , 250 , 000 
ANGeresG UUGN Cee eee eel ee eee 162,915,000 161,569,000 111,272,000 
WITCH AR Agr? @60c1 0] nee Sees ey Oe gene, OREO ag 39,708,000 25,969,000 30,670,000 
Others i790 . Does soa eas! oad aniox 43 ,320,000 43,479,000 40,397 ,000 


$ 2,219,087,000 $ 2,310,627,000 $ 1,672,102,000 
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The non-interest-bearing notes represent those portions of Canada’s subscriptions to 
the capital of international agencies which are not covered by cash or gold, of which 
$552 million was payable to the International Monetary Fund, $45 million to the Inter- 
national Development Association and $4 million to the Asian Development Bank. 


The amounts shown for ‘Accounts payable” are the totals of charges pertaining to 


the year for which cheques were issued in April of the following fiscal year. 


218. Deposit and trust accounts. The following is a listing of the balances included 
in this item at March 31, 1969 in comparison with the balances at the close of the two 
previous years: 


March 31,1969 March31,1968 March31, 1967 


Provincial tax collection agreements............... $ 171,419,000 $ 120,210,000 $ 92,532,000 


arated. GODOsliSieiarrt ce ft cteleay td he Ds Gere coronene tik « 105 , 252,000 50,046 ,000 41,214,000 
trea eee SUSE RC ih ese ae APNE oe tigi cel die oa lar eas ers 34,274,000 34,015,000 33,721,000 
Canadian Dairy Commission Account............. 24,521,000 25,241,000 15,000 
ING TIODAL FL arDOULS DOAlG. sc 65 o's area e oe ales ace ee ee 22,705,000 16,771,000 17,225,000 
Canadian Pension Commission (Administration trust 

Pai ate Nate. Petia |. ORE 6% pe Merspa tsa 0.4458 17,204,000 16,545,000 16,015,000 
Denociie Py CLOWN COMPOraulOns.. sen cece cee sss 16, 226,000 23 , 726,000 29,415,000 
Instalment purchase of bonds by public service em- 

BuO VOCN er mien Cae ets NA ey celwrsrcac lols «je chs) oa 15,599,000 16, 168,000 16,336,000 
Prame Farm Umergency Fund. .....6....00.-656- 14,543 ,000 13,001,000 10,852,000 
Special deposit held for Canadian Commercial Corpo- 

DET ALO De CEO G | fate GEA, ROR ec: ean | oe 14,168,000 38,176,000 a 
Contractors “holdbacks oo. ..5.6643450%< De ask eed 13,373,000 14,896,000 14,888,000 
Deposits respecting capital cost allowances on com- 

mercial and fishing vessels. ..........s.ec0ese008 8,221,000 4,003 ,000 4,264,000 
Veterans’ Land Act trust account.............0000. 7,864,000 8,936,000 7,464,000 
Sy UR EN Toe ee hig tal acy Bey 1 pee ee a ene er 7,805 , 000 18,596,000 20,756,000 
PM VaRBENEVOLCO GUNG «go scicceiyinis 4 oko eovace o eas «0m 4,746,000 5,033 ,000 5,241,000 
WEletans Care UrlIst UDG vos ales 6 ala bia hs es sto ee os 4,602,000 4,142,000 3,359 , 000 
Contractors’ security deposits. ... ons. cece eee ey 3,014,000 4,240,000 3,945,000 
OTT EE Re tr Ral ee SN ees COS IS. SMI 26 ,007 ,000 27,140,000 30,072,000 


$ 511,843,000 $ 440,885,000 $ 347,314,000 


The Federal Government collects provincial income taxes from persons on behalf 
of all provinces except Quebec and from corporations on behalf of all provinces except 
Ontario and Quebec. At March 31, 1969 collections had exceeded remittances by 
$171,419,000. 


The balance of $105,252,000 in the guarantee deposits account largely represents 
cash and securities deposited with the departments as guarantees in respect of oil and 
gas permits, mineral and timber rights, and for payments of customs duties and excise 
taxes. The securities held are recorded as assets in the contra account “Securities held 


| in trust’’. 


The Canadian Dairy Commission Account is the operating account of the Commis- 


sion in which are recorded all its receipts and payments except those relating to admin- 


istration. The balance of $24,521,000 at March 31, 1969 includes $13,500,000 representing 
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payment to the Commission by the Agricultural Stabilization Board to cover milk price 
stabilization payments estimated payable for deliveries made in February and 
March 1969. 

The National Harbours Board account is the operating account of the Board in 
which all its receipts and payments are recorded. The balance includes the cash portion 
of the reserve funds of the Board for the replacement of fixed assets, etc. 

The Canadian Pension Commission (Administration trust fund) account comprises 
pension payments administered by the Canadian Pension Commission, contributions 
received by the Commission to assist pensioners or their dependants, and detention 


allowances for Canadian seamen. 


Deposits by Crown corporations at March 31, 1969 comprised: Export Credits In- | 


surance Corporation, $13,976,000; Atomic Energy of Canada Limited, $1,500,000; and 
Crown Assets Disposal Corporation, $750,000. 


The Prairie Farm Assistance Act, F.S., c.213, imposes a levy of 1% on the price of | 
grain purchased by licensees under the Canada Grain Act, R.S., c.26, and the moneys col- | 
lected are credited to the Prairie Farm Emergency Fund. Awards are made to eligible | 
farmers in areas affected by crop failures in the Provinces of Manitoba, Saskatchewan | 
and Alberta and in the Peace River District of British Columbia. During 1968-69 credits | 
to the Fund totalled $8.4 million while awards totalled $6.9 million, resulting in a surplus | 


of $1.5 million for the year. 


The special deposit held for the Canadian Commercial Corporation is the balance — 
of a partial payment made by the Government of the Netherlands for the procurement 


of aircraft. 


Under the provisions of “An Act to amend the Income Tax Act and to repeal the | 
Canadian Vessel Construction Assistance Act’, 1966-67, c. 91, an owner of a vessel, at the © 
time of its disposal, may deposit with the Department of Industry, Trade and Commerce | 
an amount at least equal to the tax that would otherwise be payable in respect of the | 
proceeds of disposition. Such a deposit may be paid out to any person who, before 1974, — 
acquires a vessel constructed in Canada or incurs conversion costs in Canada with respect | 


to a vessel, under conditions satisfactory to the Minister of Industry, Trade and Com- 
merce. During the year $18 million was deposited to this account and $14 million was 
paid out. 


The Veterans’ Land Act trust account is the repository of advance payments by 
veterans in connection with purchases of land, payment of taxes, insurance, etc., and of 


ae 


proceeds of insurance claims to be used for restoration of fire damage. | 


The balance in the Post Office Savings Bank, $7,805,000, is the amount on deposit _ 
in 265,520 depositors’ accounts—a reduction of $10,791,000 and 30,616 accounts during 
the year. Interest is paid on deposits at a rate of 24% per annum. An Act to amend the 
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Post Office Act, 1968-69, c.5, terminated the payment of interest on deposits on De- 
cember 31, 1969 and provides for the transfer to the Receiver General of unclaimed 
deposits under $25 which have remained inactive for thirty years. 


The Veterans care trust fund contains assigned pension moneys and other income 
of veterans who are receiving domiciliary care and treatment. Disbursements are made 
on behalf of the individual veterans in accordance with regulations approved by the 
Governor in Council. 


The $26,007,000 shown for “Other” balances at March 31, 1969 represents the total 
of 81 balances including: Permanent Services deferred pay, $2,950,000; Common school 
funds, $2,678,000; National Research Council of Canada special fund, $2,308,000; 
Emergency gold mining assistance holdbacks, $2,075,000; Government of the United 
States of America, $1,810,000; Immigration guarantee fund, $1,445,000; and World 
War II claims fund, $1,218,000. 


219. Annuity, insurance and pension accounts. The balances making up this item 
at March 31, 1969, and comparable figures at the close of the two previous years, are 
given in the following table: 


March 31, 1969 March 31, 1968 March 31, 1967 


Superannuation accounts— 


REP CNC Oh ust a Niece a ac ee ais ..$ 8,178,377,000 $ 2,875,823,000 $ 2,689,468,000 
CBMBUIAN LP OFCES ayers ts hid 5 sie 66 aaa ic as 3,023,617 ,000 2, 723,268,000 2,577,017,000 
Royal Canadian Mounted Police......... 130,811,000 104,724,000 85,081,000 


6,332,805,000 6&,703,815,000 5,851,566 ,000 


Canada Pension Plan Account, . ....0....:06% 2,107,758,000 1,352,754,000 680 , 881,000 
Government Annuities Account............ 1,324,635,000 1,326,098 ,000 1,324,519,000 
CU ee DOCIIIGY BUN ieee y de eb tie cos + 620 , 892 ,000 536,089 ,000 429 ,592 ,000 
UE oe TOLD CA Sn Ra ag? eo Pare eae 133 ,973 ,000 134,212,000 129, 364,000 


$ 10,520,063,000 $ 9,052,968,000 $ 7,915,922,000 


The transactions in the superannuation accounts during the year ended March 31, 
1969 are summarized as follows: 


Public Service 


Pe ACO AGATE OOS, i kaa ee ees Calta he ae ee le OE REE $ 2,875,823 ,000 
Add: 
Actuarial adjustment re pay increases—contra—‘‘deferred 
Biaruas PRCCOURE CEI ILLUS Son pees cl baad eae es pan bs $ 121,000,000 
LO TCS a la fla Pipl haa ke TLE a duc lal aap aR a LP Ay a SRE ha 117,950,000 
ATONE EIONS ty. ar OID AIS fat. tents otk tate fone ste mite a Tee 77,473 ,000 
Coniripntions by. tne, GOVernMent «of i465. ses aus wala «3's 70 , 853 , 000 
CO ROT Sirs 5 OTS A eM es SP OR a OR RR 2,242,000 
schaeeanaainaie ap ranty 389 , 518,000 


3, 265,341,000 
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Deduct: 
AD UIGY DANIELS vacvesseusine he «ace Rb 5 yck~ slatted: (onc ake $ 74,683,000 
Wathdrawals or-contributionsees es... esate cece. oe cess 10,275,000 
Other:chargess. 5. PE. Ot Pes a te oe wee ee Ire EE ean 2,006 , 000 
—_—_—__——_—— 86,964,000 
Balancetatavierci3l ec L9G9 aus cied meow cha rear. wraeia’y ake tists Lineiece oie bs atee More mate “arte $ 3,178,377,000 
Canadian Forces 
Balanceat April: 1, TOG8 she to Peek Oe ere CET ties COTM «a Pete Whee $ 2,723,268 ,000 
Add: 
Actuarial adjustments—contra—“deferred charges” account, 
re: 
payoicreases &. . Ppstid. .asetoin gen See toes eect $ 121,900,000 
deneit at December ol, 19007. 64 2s saci ea pe sles cise y 37, 700,000 
169,600,000 
Interest: 2 pascal ee NEE Be Oa cal sais ip 3 oe 112,169,000 
Contributions’ by the Government; 0.076. sees ce ee tee 56, 982,000 
Contributions: bysparticipants amine oat st. Seca einen eee 33 , 889 ,000 
OE DOT CROCUS 2 pallette ein ees Sta ie salle aor eee 8,000 
—_—_—_—— 362,648 ,000 
3,085,916,000 
Deduct: 
FARITULOY DOWINON Use om, ais eho ck bats bao hus) bic agua Sad eae eee ee Pee 55, 202 ,000 
Termination allowances and return of contributions......... 6, 983 ,000 
(COEREFIGDATLES He See RN c's gc ae See we wae ew bn OS 114,000 
—__—_—__-— 62,299 ,000 
Balance ahr Mlarch 3191969 4.) a KON OS sb ie do tiaw hb ee eee ee $ 3,023,617 ,000 
Royal Canadian Mounted Police | 
Balance-at April, 1008. c:. 24... de sieboclue paces ake e « SR ee es ae wie ck co eee $ 104,724,000 
Add: 
Actuarial adjustment re pay increases—contra—‘“‘deferred 
COaTzeS, “BCCOUN G+ Shee ei ca ene rs ek tle Se ee ree $ 12,740,000 
Contributions by the Government..............c0cceeeeee 6,551,000 
Tnterest.:% 3, ai rdunisvekut sh wise t Aushea vows ae morons dere een 4,495,000 
UCOGUETIDELIONS UY DAarulel pales iccitigg +s sl Slee os lle athe ies 3,358 ,000 
Contributions by Newfoundland. 5).'¥ 0h. i ee dee 17 ,000 
ADEN STO OO EG 6 die gs, ok SRG. Soy eich. + seen dd eee ene 28 ,000 
—_—_—_——_ 27,189,000 
131,913,000 
Deduct: 
ANDUIGY DAVIES ooh ic ieee nila 6 oo auneeie cis Seles baat 881,000 
Termination allowances and return of contributions........ 210,000 
Cuer CHALGOG 7c cc are ee earn See nets ete eee 11,000 
——__—— 1,102,000 


RIAIUEICE AU NEAL only LOO sry vclapidie au cir we Mere re ee ak neem tere neal eee ae ee $ 130,811,000 
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The following is a summary of the transactions in the Canada Pension Plan 


Account during the past three years: 


Year ended March 31 


1969 
Balance at beginning of year............... $ 1,352,754,000 
Add: 

Contributions from employers and em- 

OBE DM a See are et a ie ee 697 ,626 ,000 

PEPE VESTA? BS A Sin hn ee a ch 86,810,000 

Oruer Mcome. stays votes spies «2 cae cepan 590 ,000 

785 ,026 , O00 


2,137,780, 000 


Deduct: 
Administrative expense.............0000. 14,455,000 
~ SONeiy PAVMECNIOT 494. 54.18 7. eee 1 da a eine 15,567,000 
30,022,000 
Pealancer ag CNC OL MOAT oo vos ca taste eases we Gojoe’ $ 2,107,758 ,000 


The following is a summary of the transactions in the Government Annuities 


Account during the past three years: 


Year ended March 31 


1969 
Balance at beginning of year................ $ 1,326,098,000 
Add: 
Interes PEE FO. MOS OEE eS 51,048,000 
Premios). 22 1d ailet trons cman core) 14,915,000 
STEN BIS UCTS ior sire tts oes snag Giana. onlin 18,000 
65 , 981,000 


1,392,079, 000 


Deduct: 
Vested annuity and commuted value pay- 


ments and retundss:. 1 44 we a. Sd. fos 66 , 643 , 000 

Transfer to revenue of the excess over actu- 
arial value of outstanding contracts...... 801,000 
67 , 444,000 


Dalanceves SHG Ol. VOCAL so 6 ods oe oisib'e nie wee eee $ 1,324,635 ,000 


1968 


680 , 881,000 


640 , 244 ,000 
43 , 578,000 

835,000 
684,657 ,000 


1,365, 538,000 


11,516,000 
1,268,000 
12,784,000 


$ 1,352,754 ,000 


1968 


$ 1,324,519,000 


50,954,000 
18,587 ,000 

25,000 
69,566 ,000 


1,394, 085,000 


66 , 800 , 000 


1,187,000 
67,987 ,000 


$ 1,326,098,000 


1967 


—_—__—_. 


$ 89,406,000 


587 , 202 ,000 
12,084,000 
617,000 

599 , 903 ,000 


689 ,309 , 000 


8,377,000 
51,000 
&, 428 , 000 


$ 680,881,000 


1967 


— 


$ 1,317,080,000 


50,602,000 
21,944,000 

39,000 
72,686 ,000 


1,389, 665,000 


65,018,000 


128 ,000 
65 , 146,000 


$ 1,324,519,000 
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The following is a summary of the transactions in the Old Age 


during the past three years: 


Year ended March 31 


1969 


——— 


Collections of tax— 
ATi Rader ctsieig as intends bed Sw Pete e way eI $ 
On"personall incomes, 107,070). . .@. AE 
Oi eorporauion Mmeomes Cl). Oe wal ie os 


1,626, 122,000 


Payments of pensions under the Old Age Secu- 


528,122,000 $ 
915,000,000 
183 ,000 , 000 


MTL Nb i 3) hs eats Saad ek eho ss Ra 1,541,319,000 
PCPS POR GOR VEST. vay a cheese kee eee 84,803 ,000 
Preceding year’s balance brought forward... . 536,089 ,000 


PUrplis Bt Waren ity eek a ta kare tes $ 


The following is a listing of the major items included in “Other” at March 31, 


620,892,000 $ 


1968 


| 


544,516,000 $ 


800, 100,000 
150, 000 , 000 


1,494,616, 000 


1,388, 119,000 


106 , 497 ,000 
429 ,592 ,000 


536 , 089 , 000 


$ 


Security Fund 


1967 


—— 


559,515,000 
576, 600,000 
149,500,000 


1,285,615,000 


1,073,006 ,000 


212,609,000 
216,983 ,000 


429 , 592,000 


1969 in comparison with the balances at the close of the two previous years: 


Metersng Insurance Fund ue lia sae ula' 
Civil Service Insurance Fund. so)... oochiei seen 
Regular Forces Death Benefit Account............. 
Public Service Death Benefit Account.............. 
Unemployment Insurance Fund................... 
Returned Soldiers’ Insurance Fund................ 


Picts: (PEnsiGh PURUss woe ve cc's Ue ema ae oe ob 
Coron | OINeUTaANCe FUNG. du hee. 1S bl Orato aes 
Members of Parliament Retiring Allowances Account. 


$ 133,973,000 $ 134,212,000 $ 129,364,000 


The Crop Reinsurance Fund account was established by an amendment (1964-65, 
c.28) to the Crop Insurance Act, 1959, c.42. Moneys amounting to $1,437,000 paid by | 


three provinces for the purpose of reinsurance under reinsurance agreements were 


credited to the Fund during 1968-69. 


The transactions during the year ended March 31, 1969 in the Members of Parlia- 


19,611,000 
16,383 ,000 
12,077,000 
10, 204,000 


8 , 282,000 
4,108,000 
3,348,000 
2,621,000 
1,379,000 


24,061,000 
18,844,000 
14,389,000 
16,397,000 


$ 32,146,000 $ 31,616,000 $ 30,961,000 
23,814,000 


10,787,000 


8,093 ,000 
3,751,000 


1,911,000 
2,559 , 000 


1,804,000 


ment Retiring Allowances Account are summarized as follows: 


© 


Bakance ot Boril 2) L9G oie oh pa ae eile aie x Waheed WMG eee each eee enn 


Add: 


Contributions by participamtan(ioi. Secs Dh kok. SRI, BU OER BR: 
Contributions bythe Govérmment. CU) Ls 254. We SR Bele 
Tnerertes | sis aR a RR oa ed setae Ree nik ia u/og ote ok ee 


$ 236,000 
212,000 
103 ,000 


March 31,1969 March31,1968 March31, 1967 


24,152,000 
17,901,000 
12,774,000 
13,844,000 
11,413,000 


7,901,000 
3,395,000 

880, 000 
2,329,000 
3,814,000 


$ 2,559,000 


551,000 


3,110,000 


1 
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Deduct: 
RTT ATU TOP GE SBN neh teh 8 8 oe ai uly Silat So eke oldie $ 398,000 
RUC MW ANCOR diac he sire cece rs Con eee te Peete ere at 91,000 
—— $ 489,000 
Beret RET NERTONL OL, LOGE wie OS 5 kes his ae OR Ee LRN an in Ole EES x's whee $ 2,621,000 


220. Undisbursed balances of appropriations to special accounts. The following is 
a listing of the balances included in this item at March 31, 1969 in comparison with the 
balances at the close of the two previous years: 


March 31, 1969 March31,1968 March 31, 1967 


Reserve for salary increases for 1968-69 and previous 


Sr Ab years At oaesdicl bo tripiias 9d. tbe tdik $ 120,529,000 $ — $ iG 
International Assistance Account................. 86 , 386,000 64,846,000 61,485,000 
Surplus Crown Assets Account— 

Department of National Defence................ 13,122,000 31,053 ,000 24,303 ,000 
Praliway tarade Crossing PUN of. 6 kde. cee wos es a 8, 225,000 9,509,000 10,279,000 
National Capital Fund— 

National Capital Commission...........0..0...4. 3,750,000 os oie 
Centennial of Confederation Fund................ 2,384,000 7,253 ,000 4,714,000 
UTA SSS gos eS. indy Blois, | | ue Ad ae ie ee 1,112,000 12,158,000 737 ,000 


$ 235,508,000 $ 124,819,000 $ 101,518,000 


Treasury Board Vote 5b, Appropriation Act No. 1, 1969, 1968-69, c.23, established 
the unexpended balance of Treasury Board Vote 5 as a reserve for salary increases 
for 1968-69 and previous fiseal years. 


The International Assistance Account was established under authority of External 
Affairs Vote 33d, Appropriation Act No. 2, 1965, 1964-65, c.60. The Account provides 
for economic, technical and educational assistance to developing countries and for certain 
special administrative expenses in connection therewith. In 1968-69 the Account was 
credited with $62,900,000 provided by External Affairs Vote 35. Expenditure during 
the year totalled $41,360,000. 


The Surplus Crown Assets Account—Department of National Defence was estab- 
lished by Vote 48 of Appropriation Act No. 2, 1966, 1966-67, c.3. Proceeds from the sale 
of surplus materials, supplies and equipment and, within annual limits, from the sale of 
surplus buildings, works and land are credited to the Account and, subject to the 
approval of the Treasury Board, expenditure for any of the purposes of the Department 
of National Defence is charged to the Account. The Account was credited with proceeds 
from sales of $7.5 million in 1968-69 and charged with expenditure of $25 million. 


Section 265 of the Railway Act, R.S., c.234, established the Railway Grade Crossing 
Fund and provides that $5 million will be credited to the Fund in each fiscal year. In 
1968-69 the Fund was credited with a further $10 million provided by Transport Vote 
60. Expenditure totalling $16 million was incurred in aiding in the cost of installing 
protective devices at railway crossings, grade separations, and reflective markings on 
the sides of railway cars. 
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An amount of $15 million provided by Regional Development Vote 25, was credited 
to the National Capital Fund during the year of which $11.3 million was transferred to 
the National Capital Commission to finance the costs of projects approved by the Goy- 
ernor in Council, leaving a balance of $3.7 million in the Fund at March 31, 1969. 


During the year, $4.9 million was paid out of the Centennial of Confederation Fund, 
leaving a balance of $2,384,000 at March 31, 1969. 


221. Refundable corporation tax. This account records amounts received from cor- 
porations and trusts as special refundable income tax computed in accordance with an 
amendment (1966-67, c.47) to the Income Tax Act, R.S., c.148. This special tax applied 
to the period May 1, 1966 to October 31, 1967 and is refundable, with interest at 5% 
per annum, from 18 to 36 months after the date of receipt. During the year $23 million 
was credited to this account and $117 million was refunded, leaving a balance of $140,- 
806,000. 


222. Provision for compound interest on Canada Savings Bonds. Certain issues of 
Canada Savings Bonds provide for payment of additional interest where bondholders 
do not claim interest for certain stipulated periods of time. The balance of $12,421,000 
in the account represents the provision to March 31, 1969 for this additional interest. 


223. Deferred credits. The following is an analysis of this item at the close of the 
1968-69 fiscal year and the two previous years: 


March 31, 1969 March31,1968 March 31, 1967 


Deferred interest on loans made under The United 


Kingdom Financial Agreement Act, 1946......... $ 101,077,000 $ 82,985,000 $ 82,985,000 
Deferred interest on loans to The St. Lawrence Sea- 

maywauthority Are ieke beh... ci disproee §. eres 60,610,000 54,468,000 47,768,000 
Equity in agency account of Crown Assets Disposal 

CORDOPALICNN MTs hiya tate Came hr ed Cr eres 7,762,000 7,257,000 7,298,000 


Other Dalimeesa: - east de cos oo eet ae tnese eek rare 4,877,000 5,151,000 4,777,000 


$ 174,326,000 $ 149,861,000 $ 142,828,000 


The increase of $18 million in the item “Deferred interest on loans made under The 
United Kingdom Financial Agreement Act, 1946” resulted from the Government of the 
United Kingdom exercising its option, for the fourth time since December 31, 1956, to 
defer the annual instalment of principal and interest on the loans. 


The St. Lawrence Séaway Authority paid $13 million on account of interest pre- 
viously deferred, while payment of interest for the year 1968 amounting to $19 million 
was in turn deferred. This deferred interest is payable by the Authority over a 40-year 
period along with repayments of principal. 


224. Suspense accounts. The largest suspense item is “Unclaimed cheques account” 


which totalled $1.2 million at March 31, 1969. 
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225. Unmatured debt. A summary of the unmatured debt outstanding at March 31, 
1969, in comparison with balances outstanding at the close of the previous two years, is 
as follows: 


March 31, 1969 March 31, 1968 March 31, 1967 


Bonds— 
Payable in Canadian doillars........... $ 18,818,550,000 $ 17,939,521,000 $ 17,264,612,000 
Payable in United States dollars....... 266 , 733 , 000 160,354,000 365,594,000 
Heay ale J) WCAUARNTC? me. oP. Fe hacen sees 108, 108,000 — — 
Payable in Deutsche marks............ 67 , 567,000 — — 
19, 260,958,000 18,099 , 875 ,000 17 ,630 , 206 , O00 


OAS EV a EM uareeels Gin ibtace saat ca, sited soy sed. ce a 2,840,000 , 000 2,480,000 , 000 2,310,000, 000 


$ 22,100,958,000 $ 20,579,875,000 $ 19,940,206 ,000 


The increase of $879 million in the bonds payable in Canadian dollars is the amount 
by which new borrowings of $6,513 million exceeded redemptions of $5,634 million. 
Canada Savings Bonds accounted for $72 million of the increase which resulted from 
$4,284 million of new issues and $4,212 million of redemptions. 


The official parity rate for Italian lire is 625—$1 US and for Deutsche marks is 

= $1 US. The indebtedness payable in these currencies is converted to US currency 

at the official parity rates and then, along with the indebtedness payable in United States 
dollars, is recorded at the official rate of $1 US=$1.08108 Canadian. 


The treasury bills indebtedness of $2,840,000,000 comprises: three-month bills, 
$1,740,000,000; six-month bills, $875,000,000; and 364-day bills, $225,000,000. 


Net Debt 


226. With the Liabilities amounting to $35,919,261,000 (paragraph 216) and the 
Assets to $18,583,423,000 (paragraph 202), the Net Debt at March 31, 1969 was 
$17,335,838,000. The following is an analysis of the Net Debt Account for the year: 


alOnce ALAND LOOSGe ek; WOR, de ee i Gs, LORS J oR RRR ee $ 16,759,725 ,000 


Deficit for the year— 


SCIELO ee re ee Oc Mee oid AOS he $ 10,767, 249,000 
RE VERGE Fis es toes bet tes hey: Oe 58. ae 10,191,1386,000 
— 576,113,000 
ACO He ane rot et OOO ee ergs eG Oa Ree Wiens vs ania Rescue alah Aa aie & aaa ae ee $ 17,335,838,000 


Contingent Liabilities 


227. A note on the Statement of Assets and Liabilities gives the totals of the 
several classes of contingent liabilities at the year-end and refers to page 7.91 of the 
Public Accounts (Volume J) where details are to be found. 
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The following is a summary of the contingent liabilities with determinate amounts 
outstanding at March 31, 1969 in comparison with the corresponding amounts at the 
close of the two previous years: 


March 31, 1969 March 31, 1968 March 31, 1967 


Insured loans made by approved lenders under 
the National Housing Act, 1954, 1953-54, 


DGS Were bs ald. 5 se DOLD a WR ate ob ie, a RRR $ 6,732,000,000 $ 6,311,000,000 $ 5,789,000,000 
Railway securities guaranteed as to principal 

Hd TIGEFOSG occ s dinwia see te woe twee shee 1,131,366 ,000 1,197,181,000 1,275,948 ,000 
Deposits maintained by the chartered banks 

inthe Bank-of Canadaieusd 05.) ¥ xen 1,038 ,025 ,000 935 , 782 ,000 1,148,002 ,000 
Loans made by chartered banks to the Cana- 

dinn' Wheat Board weirs tara ren WY das 394,900,000 141,414,000 329,018,000 
Loans made by chartered banks under various 

VA eb gh ic neniemage ae, abel tig relegate ey 358, 835,000 296 , 689 ,000 233 , 696,000 
Guarantees under Part I of the Export Credits 

Insurance Acti J0iS.. C105 0. ore, Ns ov oboe 332 , 966,000 369 , 387 ,000 458 ,096 ,000 
Notes issued by the Canadian Corporation for 

the 1967 World Exhibition.............. 56, 100,000 228 , 250,000 175,000,000 
Home improvement loans under the National 

House Aet, 1954.30. see ene 21,116,000 20, 209 ,000 18,693,000 


$ 10,065,308,000 $ 9,499,912,000 $ 9,427,453,000 


Among the contingent liabilities of indeterminate amount is that in respect of loans 
made by approved lending institutions under National Housing Acts prior to 1954. 
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Comments on Assets and Liabilities 


228. Section 64 of the Financial Administration Act requires that there be 


included in the Public Accounts “a statement, certified by the Auditor General, of such 
of the assets and liabilities of Canada as in the opinion of the Minister [of Finance] 
are required to show the financial position of Canada as at the termination of the 
fiscal year’’. 


229. The Statement of Assets and Liabilities as at March 31, 1969 was prepared 


by the Receiver General on the same basis as in previous years, the following explana- 
tion concerning this basis being included in the introduction to the Public Accounts: 


With certain exceptions, taxes and revenues receivable, revenue and other asset accruals 
and inventories of materials, supplies and equipment are not recorded as assets (except 
when these are held as charges against working capital accounts) nor are public works and 
buildings or other fixed or capital assets. Following the principle that only realizable or 
interest- or revenue-producing assets should be offset against the gross liabilities, costs 
of capital works are charged to expenditures at the time of acquisition or construction. 
Consequently government buildings, public works, national monuments, military assets 
(such as aircraft, naval vessels, and army equipment) and other capital works and equip- 
ment are recorded on the statement of assets and liabilities at a nominal value of $1 as the 
value is not considered as a proper offset to the gross liabilities in determining the net 
debt of Canada. 


On the liabilities side, accrued liabilities (except for interest accrued on the public debt) 
are not taken into account in determining the obligations of the government. However, 
under section 35 of the Financial Administration Act, liabilities under contracts and other 
accounts payable at March 31 if paid on or before April 30 may be charged to the accounts 
for the year. These are recorded as accounts payable in the ‘Current and demand liabilities” 
schedule to the statement of assets and liabilities. 


This explanation reflects a policy established by the Minister of Finance in 1920, 


that assets to be included in the Statement of Assets and Liabilities should be confined 
to those which are readily convertible or which are revenue-producing. The Minister 


had immediately implemented this policy by removing from the Statement of Assets 


and Liabilities a substantial amount in loans, ete., which could not meet this test. 


This policy has been followed by successive Ministers of Finance ever since but a 


Commission for the purchase of lands in the Greenbelt were recorded as loans to the 


Commission instead of budgetary expenditure as had formerly been the case. They 


were given the appearance of being revenue-producing by asking Parliament to appro- 


| priate money to the National Capital Commission with which to pay interest on the 


‘loans. The practice was later extended to the financing of other agencies. 
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Brief details of exceptions to established policy are as follows: 


Loans to, and investments in, Crown corporations 


| 
CANADIAN Broapcasting Corporation. Funds required by the Corporation for capital L 
expenditure since April 1, 1964 have been provided in the form of loans. Loans outstanding | 
at March 31, 1969 amounted to $92,370,000. Each loan is repayable in equal annual | 
instalments over 20 years at interest rates varying from 54% to 73%. 


CANADIAN CORPORATION FOR THE 1967 WorLp ExursiTion. Initially, the funds required by 
the Corporation to conduct its business were provided by Canada, the Province of Quebec | 
and the City of Montreal in the form of grants totalling $40 million. These grants were | 
fully used by August 15, 1965. Subsequently, the Corporation was financed by Canada | 
through the purchase of securities issued by the Corporation and guaranteed by Canada | 
and the Province and by means of bank loans similarly guaranteed, as authorized by 
section 12 of the Canadian Corporation for the 1967 World Exhibition Act, 1962-63, c.12. | 


We noted in last year’s Report (paragraph 239) that the Corporation’s indebtedness 
to Canada was $205 million at March 31, 1968. Of this sum, $148,900,000 became due on . 
June 30, 1968 and, since the Corporation was unable to meet the payment, the Province, 
as joint guarantor, assumed half the liability and delivered to Canada notes of the 
Province in the amount of $74,450,000. The Corporation was also unable to repay its bank | 
loans of $35 million that fell due on June 30, 1968 and Canada and the Province were | 
each required to provide an additional $17.5 million under their joint guarantee. Thus, . 
at March 31, 1969 the Corporation’s indebtedness to Canada amounted to $148,050,000. Of | 
this amount, $25,150,000 was in respect of the City of Montreal’s share of the deficit and | 
has since been settled by receipt of the City’s notes for $14,371,000 and the Province’s || 
notes for $10,779,000. The balance of $122,900,000 represents Canada’s share of the estimated 
final deficit of the Corporation and authority for the deletion of this amount from the | 
accounts of Canada is contained in the Expo Winding-up Act, 1969-70, c.1. (See paragraph 
56 of Volume I of this Report.) 


NationaL CapiraL Commission. Funds required by the Commission for the purchase of 
Greenbelt lands and certain other lands have, since 1957-58, been provided in the form of | 
loans from Canada which amounted to $65,876,000 at March 31, 1969, comprising loans | 
of $37,695,000 for acquiring Greenbelt lands and loans of $28,181,000 for acquiring other | 
lands. These loans bear interest at rates varying from 4% to 774% and are repayable 
only if and when the properties are sold or put into use by the Government for other | 
than Greenbelt purposes. 


NorTHERN CANADA PowrR COMMISSION. 


(a) Amounts totalling $1,200,000 required by the Commission for the purpose of extending 
the utilidor system at Inuvik, N.W.T., were provided in the form of loans of $350,000 
in 1864 and $850,000 in 1968. These loans bear no interest and the intention is that on 
completion of the extension to the utilidor system, the cost is to be covered by a parlia- 
mentary appropriation. The first extension, begun in 1964, was completed in 1966 at a cost of 
$378,500 but it was not until December 28, 1967 that a billing was provided to the Depart- 
ment of Indian Affairs and Northern Development. A partial payment of $176,000 was 
made by the Department on September 13, 1968, final payment being made only in June 
1969. When the Commission received the partial payment in September 1968 it should have 
applied the amount of $147,500, the excess of the amount paid over the portion of the 
cost financed by the Commission, towards repayment of the original loan of $350,000. This 
was not done with the result that the entire loan was outstanding at the year-end. 


| i 
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(b) An amount of $300,000 required by the Commission for the purpose of reconstructing 
the water supply system at Dawson, Y.T., was provided in the form of a loan from Canada 
in 1967. The loan bears no interest and on completion of the work is to be repaid from 
funds appropriated by Parliament as a grant to the Government of the Yukon Territory. 
The work was declared completed on March 31, 1969 but no billing has yet been issued. 


Other loans and investments 


GOVERNMENT OF THE NortTHWweEST Territories. Of the loans to the Government of the 
Northwest Territories amounting to $16,810,000 at March 31, 1969, an aggregate of 
$14,862,000 represents loans made in the years 1959 to 1969 for capital expenditure purposes. 
The loans are repayable over periods of from five to 20 years and bear interest at rates 
varying from 44% to 74%. By agreement, Canada pays an annual amortization subsidy 
equivalent to the principal and interest due each year, less all moneys repaid to the 
Territorial Government in the year by local administrative districts in respect of loans 
made to them by the Territories from moneys borrowed from Canada. 


GOVERNMENT OF THE YUKON Territory. Of the loans to the Government of the Yukon 
Territory amounting to $15,308,000 at March 31, 1969, an aggregate of $12,633,000 rep- 
resents loans made during the years 1958 to 1969 for capital expenditure purposes. The 
loans are repayable over periods of from five to 30 years and bear interest at rates varying 
from 46% to 74%. By agreement, Canada pays an annual amortization subsidy 
equivalent to the principal and interest due each year, less all moneys repaid to the Terri- 
torial Government in the year by local administrative districts in respect of loans made 
to them by the Territory from moneys borrowed from Canada. 


The Public Accounts Committee holds the view that outlays on property in the 
Greenbelt are expenditures of the Crown rather than income-producing investments 
and has on two occasions requested the Department of Finance to review the existing 
practice with the National Capital Commission, with a view to placing the financing 
of the Commission on a more realistic basis. (See item 9 of Appendix 1 to Volume I 
of this Report.) In its Seventh Report 1966-67 the Public Accounts Committee stated 
that it was disturbed to learn that not only was no review undertaken by the Depart- 
ment of Finance in the case of the National Capital Commission, but that the practice 
was continued and further extended in 1964-65 when the House was asked to approve 
loans to the Canadian Broadcasting Corporation. The Committee reiterated its opinion 
that “expenditures of this type are not loans or advances which can or should be 
regarded as revenue-producing assets but are in fact grants and should be charged 
directly to budgetary expenditure in the Public Accounts of Canada”. (See item 25 
of Appendix 1 to Volume I of this Report.) 


The National Capital Commission has recently received a directive from the 
Treasury Board with respect to loans for the purchase of property other than in the 
Greenbelt under which, starting with 1970-71, loans will be provided only to acquire, 
improve and service properties which are to be sold to other users, thereby enabling 
the Commission to repay the loans. The Commission is to provide in its future budgetary 
appropriations for the pay-back of loans which were used to purchase land which is not 
for sale. 
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Under the policy outlined at the beginning of this section, the cost of government 
buildings and other public works undertaken by government departments is charged 
to expenditure at the time of acquisition or construction because the departments are 
dependent on public revenue for their capital needs. The Crown corporations and other 
bodies referred to previously are also dependent on public revenue for their capital 
needs. 


The practice of making loans of this type instead of grants has had the effect 
of understating the Deficit shown in the Public Accounts each year since 1958. To 
the extent that grants are made in later years to provide for repayment of the loans, 
the Deficit will increase or the Surplus decrease in those years. (See paragraph 71 of 
Volume I of this Report.) 


230. Accounts receivable. Taxes and sundry accounts receivable are not recorded 
as assets in the Statement of Assets and Liabilities but information regarding the ac- 
counts receivable for each department at March 31, in comparison with the corresponding 
information at the close of the preceding year, is given in the several departmental 
sections of Volume II of the Public Accounts. 


A summary of the accounts receivable totals by department is included as Ap- 
pendix 13 on page 9.29 of Volume I of the Public Accounts. The summary shows a total 
of $341 million receivable at March 31, 1969 of which $15 million is classified as un- 
collectable. The comparable figures at March 31, 1968 were $388 million and $17 million. 


The accounts receivable totals at March 31, 1969 were the amounts remaining after 
certain debts, primarily those deemed to be uncollectable, had been deleted from the 
accounts under the following authorities: 


Items Amount 

Appropriation Act No. 1, 1969, 1968-69, c.23—Treasury Board Vote 6b— 

srnoiats A excess Of SUOMI TG Sa ee. a ee 746 $ 5,653,000 
Financial Administration Act, R.S., c.116—section 23—amounts of $1,000 or 

FOSS Leu diat,’ batts + Vests teiivitumls, ota coast ah COR OR AR oR aA name: ers an is;col 1,027,000 
Bankruptcy Act, R.S., c.14—section 135—discharged bankrupts.............. 1,541 1,654,000 
Unemployment Insurance Act, 1955, c.60— 

BEC OM aa UNI ATe Se bT Ey RURON ie e at 6 yen lens a Malacca Noun aie ahaa 1,153 182,000 

Section Gi—-OVErDall WENCIIS: vic.c5 Ac Mis ee ee eat ae Oe ees Coe aes 13,294 1,539,000 


30,485 $ 10,055,000 


A summary of deletions by department follows: 


Items Amount 

Exterpal Affaire tes jaarcs tt. eck, dase ects «Lb ett | SRE Cee. 188 §$ 10,000 
PIRert os GIT SeOnOStly xc so i-vhas sis Aig Mi Ri cas ameenie ce ss eat mE ee ec Pie ee Wy | 10,000 
indian «Aiiare and (Northern ‘Developments. .c (kia ieee eet eee 1,165 115,000 
Labour— 

Devantmenticss ts o> BLAS eh » Ue aren Ved Sie a eee 3 3,000 

Unemployment insurance Commision. . ..2).<sesiacceaset ce. fel, ee 20 2,000 

Lnonmplyvinent: Insurances Bit ha coe pW Boc we 5 oa ce ns lak wren 14,447 1,722,000 


14,470 1,727,000 
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PRP Mae LILO AION, SUM ee et ier a eee cere ae ee he oe ee hee en aN 
emer Cea, ap A OI. eh od ee ak eee 


National Revenue— 
CNISCOUIs BULGE eCIse. LEV ISIOLN Feit, cc ete Pee ON ek ak Cis age dau 
PE eee EUS UNTY aS, “von ‘sire bhai et airs didi chcke niles aks Senkap IRAs oaks 


Solicitor General— 
PRG ErGE ONAL HOOT VICES iia ier <u. ile Tr ec I os ho cde Re oh > 


PEGI oes Vacaic nig ca stay eit a ht Oates nee SRO eae ae hee: Gala aise ors 
Treasury Board— 
UE CNL es OTe no a PE Reo ASPEN Diese Ny ge na, eG, A OO 
PLOTS LUSSCATOL COREL cats carliglt cls sete hepa ater A iis ein we dard tea arb 


Items 


; 60 $ 
wigs? 
. 3,855 


. 1,006 
Peay iY: 
8,218 


err eae 
: 20 
458 


rasan’ fl ( 
' 4 
: 9 

13 


AM eka} 
ar koe 


Amount 


16,000 
61,000 
100 ,000 


1,717,000 
6,209,000 
7,926,000 


16,000 
9,000 
26 ,000 


32,000 
17,000 

3,000 
20,000 


5,000 
8,000 


30,485 $ 10,055,000 
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Included in the accounts receivable are amounts totalling $2,876,000, compared with 
$4,702,000 in the previous year, representing interdepartmental accounts which should 
have been settled before the books were closed for the year. Of this amount $99,872 re- 
mains outstanding from prior years. A listing, by department, of receivables due 


from other government departments at March 31, 1969 follows: 


EOC Ny rece ORAL SiayRTT MTA Tie hain ace i's ata sw a tel ea ME MONG 
a arcrer Hitt (OT OPAleL MIL AREA Wy don Oo xa Gh lel x om ek OAM % clade a oe ea ed 
Petty et es AEN UCSC COG.) <'s ofcg eh as sitcetere trite aceon Het « wah go ince SE 
Neh Oe ETE re ters tyke NC ae ITIP AE oh Or eke MRE CG oratee c AEE ES 
EE I ee Sr te gig eee echt: ot aii gcca se Hn ele dete ha ane e oe 
ote re MR SELYCOREE Vine 2), 1.5) aoe decane eae ee aera. § wie aie eae 4-4 ea eeens Wee 
Tear Anairs.ana Nwortnem Developmenite: <6. .c ceases cha kee ced chased cols 
ingtetiy trade and Commerce ys} ihe hie ices ooh) U5 ee PGR 320 Tee 


Ey AAT PET OOMMIINEIALCL , VV GLEATD 5; oc 0.014 Gockel ded eG ess asta oink sh ald wake ae weed 
Wational Reyenue—Customs.and EXcise .sd6e os snnbde db das ote cares oh 2 
PIS OUND Be ert a ed ig ee se dee ST ae te eek cate Sekad We eas 
Phbioeworced A024, ON So. HU Se eS eli ev? Yio. eh 
Solicitor General—Correctional Services. .........cccscccccccccccccccsoses 
Supply and Services—Public Printing and Stationery...................... 
enenrt is, Aiea Md! 8, es oes Ca waw es cass se sdensehe sds 6 the ges 
Treasury Board—National Research Council... ........... 0. cece e eee nes 
DeOE TS ATI AIs septum el <b da Se We rae ewe ce CAGE eR Coe a ee HERES 


Accounts arising in 


Current 
year 


155,176 
193,071 
18,033 
5,440 
62,455 


648 , 733 
325 , 452 
54,194 
13,814 
1,168,486 
17,914 
11,242 


$ 2,776,442 


Prior 
years 


242 
33,091 


— 


3,146 
39,063 


1,256 


$ 99,872 
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These accounts were not settled due to delays in submitting billings, delays in pro- 
cessing invoices and, in some cases, due to debtor departments not having sufficient 
funds in their appropriations. For instance, of the amount owing to the Department of 
National Revenue, $561,000 was payable by the Department of National Defence. 
A billing had been submitted by the Department of National Revenue in 1968-69 but 
was returned by the Department of National Defence due to a lack of funds. 


In previous Reports (paragraph 240 in 1968) we have drawn attention to the fact 
that some departments were not keeping their accounts receivable accurately and effi- 
ciently in that they were not maintaining control accounts or providing for an effective 
verification of the accounts by officers other than those responsible for keeping them. 
We stated that, as a result of the development of a Treasury Board policy with respect 
to revenue control, there had been some improvement in this area but many of the 
procedures called for under this policy had not been fully adopted and weaknesses in 
control still existed. Our 1968-69 examinations show further general improvement but in 
some departments the handling of accounts receivable still falls short of the standards 
desirable. Comments on certain of these departments along with pertinent information 
with regard to receivables of other departments are set forth in the ensuing paragraphs. 


231. Accounts recervable—Department of National Revenue. Of the $341 million 
of accounts receivable at March 31, 1969, $292 million relates to the Department of 
National Revenue. With the co-operation of the officials of the Customs and Excise 
Division and the Taxation Division of the Department, analyses have been prepared 
showing the nature and amounts of the unpaid accounts of these Divisions. 


CUSTOMS AND EXCISE DIVISION. The following is a summary of the accounts receiv- 
able of this Division at March 31, 1969 with comparable amounts at the close of the 
previous year: 


March 31, 1969 March 31, 1968 


TEXDIGG CARGSEIne tolls Aa Woes Se etter Lar ete Cen ater eae $ 9,726,000 $ 12,473,000 
Petes “anid CaxesOn IN POrtauions. . 2. 'eo ic. Cet te ee eee ee ae 3,309 , 000 2,698 ,000 
CALAUQls SOLZULLESS Gate at te etre earn Pa reiilal ss eae SRR NO tc ee 1,747,000 1,011,000 
LUViCSUICAUION dagen telt ie ate cinta eon tate ie ects, ts Rae ae Rae Pe 133 ,000 185,000 
INSOLCENALUMON UAL on Ret re cee ree ea he ee a ot. 649 ,000 581,000 
STERERG Fin ghee! SP POE SUIS SPOON MONAT ELAS ORIN LP tip an Tech Re el Ais ot wae xe 8,000 9,000 


$ 15,572,000 $ 16,957,000 


Of the total of $15.6 million, collection action is presently being taken on 11,771 
accounts totalling $6 million. The remaining $9.6 million had not been collected for the 
following reasons: 


Under appeal BMG Saath tintin MUU Uc oo dee eae ciars 3,114 accounts $ 3,858,000 
Thsolyernciesshh., 32s vs da su Sediiaind while ee MO we oo Sone es 1,094 accounts 5, 369 ,000 
Diiopllectalieeeeie 6 sce ace ls ate ie 6 are eee ana 113 accounts 412,000 


4,321 accounts $ 9,639,000 
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Further details of these accounts receivable are to be found in the report of the 
Department of National Revenue for the year ended March 31, 1969 and on page 17.14 
of Volume II of the Public Accounts. 


These accounts receivable do not represent all moneys owing to the Division at 
March 31, 1969. They do not include duties and taxes owing on goods that have been 
imported illegally where the Minister had not rendered a decision as to the penalties to 
be imposed, the unpaid portion of duties and taxes on certain temporary importations 
where approval for relief is being sought by Order in Council, and duties and taxes 
estimated at $161,000 owing by motor vehicle manufacturers who failed to meet the 
conditions of the Motor Vehicles Tariff Order 1965 or similar Orders in Council applicable 
to particular companies. 


Of the $9.7 million of excise taxes receivable, which includes $1.4 million in penalties, 
the Department estimates that $4.4 million will not be collected. 


There is no requirement that interest be charged on overdue accounts although a 
monthly penalty of 2 of 1% is charged on overdue excise taxes. 


In previous Reports (paragraph 241 in 1968) we have stated that the Customs and 
Excise Division was preparing to extend the system of control accounts to include all 
receivables. This has not yet been accomplished. — 


During the year, 1,006 accounts amounting to $1,717,101 were deleted under 
authority of: Treasury Board Vote 6b, $1,547,748; section 23 of the Financial Admin- 
istration Act, $103,354; and section 135 of the Bankruptcy Act, $65,999. 


TAXATION DIVISION. The following is a summary of the accounts receivable of this 
Division at March 31, 1969 with comparable amounts at the close of the previous year: 


March 31, 1969 March 31, 1968 


Income tax— 
DNV RVI le eee bs re ng Sea Woy, 6 SS ne a eg el ror ne alba et ete $ 143,499,000 $ 122,017,000 
POTDOLBLIONS a4 6 at stick vo Pda a en ee 96 ,036 , 000 116,959 , 000 
BAe CE CLIOTIONG ea Wie Sali: 2 cao os eee ER a a, 13,077,000 11,286,000 
OD POSI GON 6S 26 ie) hot apace iar oe ei a kk ae 3,964,000 6,329,000 
PCIOPTEC TAS) RE A ss Miata. eee ree EE ls 4,757,000 5,099,000 
261, 333,000 261,690,000 
Eetate tax ed, SUCCERSIOD CUIGU. < svc. mate be + ast iam tab om oeruts 6 05, as 15,405,000 15,903 ,000 
SV Gee « sare ele me. SRE POTE « JEST. aRSIAO AUR e. CNY. 23a 5,000 32,000 


$ 276,743,000  $ 277,625,000 
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Of the total of $276 million receivable at March 31, 1969, $94 million (34%) 
represents 57,626 current collectable accounts. The remaining $182 million (over 243,000 
accounts) had not been collected for the following reasons: 


CUrPenurpassessinenia. srk Sealed so eee Fe re Eon oe Be 228,183 accounts $ 57,098,000 
Lincotectable st. cqh oR VR eet, areas Pele eee s Brake 7,477 accounts 12,797,000 
ES TIES bn ell na ails ware! dpe pela lone tes Wak Ay I Rae cS cap Tels Rn aa 6,214 accounts 13 , 923 ,000 
RUSROAGE LI DCGI ste acs saeedette an oe won cr Sie ee TORIC een on 1,533 accounts 93 , 889 , 000 


yererred tax, Gis, eo EUR) ee, ARs Lie OLE LARROSe ya Perak Oe eM cP tees 4,757,000 


$ 182,464,000 


Further details of these accounts receivable are to be found in the report of the 
Department of National Revenue for the year ended March 31, 1969 and on page 17.15 
of Volume II of the Public Accounts. 


During the year, 7,212 accounts amounting to $6,209,260 were deleted under author- 
ity of: Treasury Board Vote 6b, $3,918,070; section 23 of the Financial Administration 
Act, $703,256; and section 135 of the Bankruptcy Act, $1,587,934. 


232. Accounts receivable—Department of External Affairs. The accounts receivable 
of this Department include an amount of $1,560,000 owing to Canada from the fund 
known as the “Common Pool” established by the Geneva Conference on the problem 
of restoring peace in Indo-China. An additional amount of $1,212,000 is recoverable 
on behalf of the Department of National Defence. This total of $2,772,000, representing 
certain costs incurred by Canada as far back as 1960-61 in serving on the Indo-China 
Truce Commissions, includes an increase of $242,000 over the preceding year. No 
payment has been received from the “Common Pool” since February 1963 but Canada’s 
assessments towards financing the Laos International Commission since 1962-63, amount- 
ing to $193,000 ($22,000 in 1968-69), have been applied against the indebtedness. 


We understand that the failure of The People’s Republic of China to continue its 
contributions has resulted in the “Common Pool’ being unable to pay all of the costs 
for which it is responsible. 


As has been pointed out in previous Reports (paragraph 242 in 1968), in the 
absence of any reimbursement from the “Common Pool” in recent years, new financing 
arrangements should be sought. 


233. Accounts receivable—Department of Indian Affairs and Northern Develop- 
ment. The accounts receivable of this Department at March 31, 1969 amounted to 
$2,757,000, including uncollectable accounts of $1,230,000. 


In our past three Reports (paragraph 248 in 1968) we have referred to inadequacies 
in the treatment accorded accounts receivable by the Department. Our examination of 
the accounts outstanding at March 31, 1969 showed cause for continuing concern. There 
was a lack of co-ordination and considerable delay in consolidating the reports of 
receivables, and the details provided were insufficient for proper analysis. Major omis- 
sions were noted. Failure to require nil reports from regional offices has denied assurance 
that all accounts had been taken into consideration. 
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234. Accounts receivable—Department of Manpower and Immigration. The 
accounts receivable reported by this Department are understated by some $158,000 due 
to the omission of interest shown by departmental records to be receivable on assisted 
passage loans to immigrants and assisted movement loans to workers. Our examination 
disclosed that other accounts had been omitted in the compilation of the total receiva- 
bles, as a result primarily of delay in submission of returns by Regional Services Offices. 
Of the total of $845,000 reported as receivable, a control account had not been established 
for accounts totalling $161,000 and, of the remaining $684,000, accounts totalling 
$666,000 were not in agreement with their respective controlling accounts. 


235. Accounts receivable—Department of Transport. The accounts receivable of 
this Department amounted to $6,539,000 at March 31, 1969, compared with $5,111,000 
at March 31, 1968. 


Our examination of departmental headquarters’ records had disclosed a substantial 
number of errors in the material relating to accounts receivable as at March 31, 1968 to 
be presented in the 1967-68 Public Accounts. Corrections involving a net increase of 
approximately $1.4 million in the aggregate amount were made prior to publication. 
During the year we informed the Department that it was evident that the accounts 
receivable were not being kept efficiently and supported this by the results of an analysis 
of the circumstances which had led to the errors. 


A similar examination of the accounts receivable as at March 31, 1969 resulted 
in the detection of errors which required adjustments involving a net decrease of 
$550,000 in the statement prepared for presentation in the 1968-69 Public Accounts. 
We again pointed to a substantial number of procedural weaknesses which permitted 
the errors. 


The results of our examinations have been supported by those of the Department’s 
internal audit staff whose recent reports have recommended that there be an immediate 
review of collection and write-off practices, to be followed by the preparation of 
detailed written procedures, and that the matter should receive a high priority. We 
have been informed by the Department that all aspects of accounts receivable control 
are now under consideration. 


236. Cash on deposit in chartered banks. Included in the item “Cash” is an amount 
of $600 million on deposit in bank accounts. Of this amount, $522 million was on deposit 
in the chartered banks in Canada, $65 million in the Bank of Canada and $13 million 
in banks in London, New York, Paris, Brussels and Bonn. 


The balances on deposit in bank accounts abroad are working balances against 
which cheques are drawn and which do not earn interest. The Bank of Canada, in 
accordance with the provisions of section 19(e) of the Bank of Canada Act, R.S., c.13, 
does not pay interest on deposits. However, profits of the Bank of Canada are paid to 
the Receiver General and placed to the credit of the Consolidated Revenue Fund. 
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Balances on deposit in the chartered banks in Canada earn interest only on the 
amounts by which the aggregate of the lowest daily balance for each bank in each week 
exceeds $100 million, calculated at the weekly average accepted treasury bill tender rate 
for the three months treasury bills, less 10%. (See paragraph 72 of Volume I of this 
Report.) 


237. Departmental working capital advances. This item, amounting to $188,871,000 
at March 31, 1969, includes a number of revolving funds and working capital advances 
established by Appropriation Acts and other statutes. 


In the following instances the balances include capital assets which, under the policy 
referred to in paragraph 229, are not to be included as assets in the Statement of Assets 
and Liabilities, or operating deficits which are not assets (see paragraph 51 of Volume I 
of this Report): 


1. The Queen’s Printer’s Advance Account, which has been superseded with effect from 
April 1, 1969, by a revolving fund authorized by vote L104b, Appropriation Act No. 1, 
1969, 1968-69, c.23, includes, as part of the balance at March 31, 1969, an operating 
loss of $936,000. (See paragraph 296 of this Volume.) 


2. The National Film Board Operating Account, established by section 18 of the National 
Film Act, R.S., c.185, has been used to finance the purchase of capital equipment for 
the Canadian Government Photo Centre under authority of Vote L30, Appropriation 
Act No. 5, 1963, 1963, c.42. The balance at March 31, 1969 includes capital expenditure 
of $134,000. (See paragraph 301 of this Volume.) 


3. The Central Data Processing Service Bureau working capital advance account, author- 
ized by Vote L99e, Appropriation Act No. 4, 1966, 1966-67, c.6, includes, as part of the 
balance at March 31, 1969, a deficit of $525,000 as well as capital expenditure of 
$181,000. (See paragraph 298 of this Volume.) 


238. Departmental working capital advances—Defence Production Revolving Fund. 
In previous Reports (paragraph 246 in 1968) reference has been made to two losses 
which have been or are going to be incurred in connection with strategic materials 
financed by the Defence Production Revolving Fund. These are: 


1. The inventory of raw quartz crystals on hand at March 31, 1969 had a cost value 
of $6,062,000. Synthetic quartz crystals have come into general use since the inventory 
was acquired in the early 1950s practically eliminating the demand for natural quartz. 
Sales in recent years have realized about 25% of the original cost and it would appear 
that there will be a loss of at least $4.5 million. 


2. A net shortage of $1,140,000 with respect to cobalt stolen from a custodian several 
years ago is revealed by the balance sheet of the Revolving Fund at March 31, 1969. 
In July 1969 the custodian agreed to pay $437,000 in regular instalments over the next 
four years with interest at 5% accruing from July 1971. As a consequence it appears 
that the ultimate loss will be $703,000. 


239. Departmental working capital advances—External Affairs—posts abroad. The 
balance in this account, $780,000 at March 31, 1969, includes expenditure of $17,000 
which should have been charged to External Affairs Vote 1 but which was not charged 
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thereto before the year-end because of insufficient funds in certain allotments. (See 
paragraph 70 of Volume I of this Report.) 


240. Loans to, and investments in, Crown corporations—Atomic Energy of Canada 
Inmited. Included in the loans to Atomic Energy of Canada Limited amounting to 
$192,437,000 are loans totalling $69,945,000, excluding accrued interest of $7,651,000, 
made with respect to the construction by Atomic Energy of Canada Limited, in co- 
operation with the Hydro-Electric Power Commission of Ontario, of the Douglas Point 
Nuclear Power Station. This Station is operated by the Commission which buys the 
electricity produced at the same rate it pays for electricity procured from interconnected 
systems. After the Station has been established 'to be a safe and dependable source of 
power, it will be sold to the Commission at a price calculated to make the estimated 
future cost of energy produced equal to that from a fossil-fired conventional thermal 
generating station. Whether the selling price will be sufficient to permit the Company 
to repay the loans remains to be determined. 


241. Loans to national governments—Special assistance loans to developing coun- 
tries. Since 1964-65, Appropriation Acts have authorized a total of $346 million in special 
loan assistance to developing countries and agreements to lend have been entered into 
with 30 countries and two regional development banks. At March 31, 1969 loans amount- 
ing to $92,631,000 had been made to 17 countries, an increase of $48,526,000 in the year. 
These loans may be classified as follows: 


Repayable over 40 years, following a grace period of 10 years from the 
date of execution of each agreement— 


Tnteresteipad, rd. 22s. ech hres erent retest hte nl ace ae dee Bo 25 loans $ 58,399,000 
Interest at 3 of 1% per annum, on the amount of the loans committed 
RUPEE INA ABTS ee fat be ik sau ¢c nk he sine Ot cob MS Bek Gas 12 24 loans 26 , 789 ,000 


Repayable over 30 years, following a grace period of 10 years— 
Eetevesteiroab. ot. gis ry ed. oat eels Behl ees deer eer, de ke 1 loan 690 , 000 


Repayable over 30 years, following a grace period of 5 years— 


Interest at 2 of 1% per annum, on the amount of the loans committed 
sessirepa yanentart ... cae. dole com ae wei eee IC. Seiviek. + ke 1 loan 2,068,000 


Repayable over 23 years, following a grace period of 7 years— 
Thiterest at.3 % sperannum, « 2 et 3. fee ee. tee. ar 7 loans 1,261,000 


Repayable over 20 vears, following a grace period of 5 years— 
Tnitercst nb). Vor ANNUM Cw syste oe eRe Sate Acre hs caslicda iets 1 loan 3,424,000 


$ 92,631,000 


242. Other loans and investments—Subscription to capital of the International 
Monetary Fund. As a member of the International Monetary Fund Canada’s quota is 
$800,000,000 equivalent to $740,000,000 US at the official exchange rate of $1 Cana- 
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dian = $.925 US. At March 31, 1969 Canada’s quota of $800,000,000 was held by the 
International Monetary Fund as follows: 


CEC ys wo 6k ovo PNW og Eh cpabde ¥ ok 2S AR Dy obi ue DIR Ek oe kc En Ce a a Ba a $ 239,139,000 
CV ALACIANT CUTTCTIOY os. 65. ons 0.68 bho ORES S We Oa Fe ei ee Ween fOr ee ee tee onraenee Ore mee meer tae 8,861,000 
Non-interest-pearing demand notes. 5%)... cck's's se oe ce sees ts chs eee s eh cv ture sae cee 552,000,000 


$ 800,000,000 


In paragraph 251 of our 1968 Report we pointed out that due to substantial drawings 
of foreign currencies from the International Monetary Fund prior to March 31, 1968 
Canada’s indebtedness to the Fund amounted to $791,000,000 which was included with 
the current and demand liabilities at March 31, 1968. However at the same date Canada’s 
subscription to the capital of the Fund, of which her indebtedness to the Fund forms a 
part, was recorded among the “Other loans and investments” at an amount of only 
$782,655,000. 


At March 31, 1969 the drawings had been repaid so that the liability to the Fund 
in the form of non-interest-bearing demand notes no longer exceeds the recorded amount 
of Canada’s subscription to the capital of the Fund. However, there has been no change 
in the valuation of Canada’s subscription to the capital of the Fund which at 
$782,655,000 is $17,345,000 less than her quota or subscription. of $800,000,000. 


243. Other loans and investments—Provincial governments—Quebec share re 
guarantee 1967 World Exhibition loans. Following the default of the Canadian Corpo- 
ration for the 1967 World Exhibition in payment of its notes to Canada which became 
due on June 30, 1968, the Province of Quebec delivered to Canada notes in the amount 
of $74,450,000 in settlement of its liability as joint guarantor of the notes. The notes of 
the Province are payable in 48 monthly instalments of $1,551,000 with interest at 
5.46%. At March 31, 1969 nine monthly instalments had been paid leaving notes totalling 
$60,491,000 unpaid. Subsection (2) of section 7 of the Expo Winding-up Act, 1969-70, c.1, 
provides that the Governor in Council may authorize the Province to defer until 1972 the 
payment of notes falling due in 1969-70 up to an amount not exceeding $5,500,000. By 
Order in Council P.C. 1969-2278 of December 3, 1969 the Governor in Council authorized 
the deferment of payment of two notes of $1,551,000 each, payable on December 1, 
1969 and January 1, 1970, by replacement of them with non-interest-bearing notes in 
the same amounts to be paid on July 1, 1972 and August 1, 1972. 


244. Other loans and investments—Other balances—Department of Energy, Mines 
and Resources. In previous Reports (paragraph 252 in 1968) we have drawn attention 
to arrears of principal and interest on loans made under the provisions of the Coal 
Production Assistance Act, R.S., c.173, administered by the Dominion Coal Board. Re- 
ference was made to one company which at March 31, 1968 was in arrears $2,854,000 on 
principal and $673,000 on interest. This company received $19,852,000 in 1967-68 in 
connection with the movement of coal and consideration was given to recovery of the 
arrears from these payments but nothing came of this. 
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Loans totalling $7,261,000 were made to this company in the period November 
1950 to July 1963. Interest was paid along with instalments of principal until June 30, 
1964 at which time the outstanding balance of principal stood at $4,522,000. No payment 
of principal or interest has been made since that date and at March 31, 1969 principal 
payments in arrears amounted to $3,040,000. Interest in arrears, which is recorded in 
memorandum form only, amounted to a further $883,000 at that date. 


The Cape Breton Development Corporation, a Crown corporation which com- 
menced operations in October 1967, took over certain of the company’s properties and 
operations on March 28, 1968 but the cost of acquisition has not yet been determined. 
(See paragraph 168 of Volume I of this Report.) 


245. Other loans and investments—Other balances—Town of Oromocto, N.B. 
Capital assistance required by the Town of Oromocto was provided by means of loans 
from Canada in the years 1957 to 1967 amounting to $5,400,000, repayable over a period 
of 20 years (see paragraph 239 of our 1968 Report). Because the Town did not have 
the resources to pay either the principal instalments or the interest on these loans, the 
funds for these payments were provided by annual operating grants made to the Town 
by the Department of National Defence. This situation was commented upon in our 
1964 Report and the Public Accounts Committee in its Sixth Report 1964-65 recom- 
mended to the Department of Finance that consideration be given to writing off the 
loans to expense. 


Following negotiations on intergovernmental taxation commenced in 1966 between 
Canada and the Province of New Brunswick, steps were taken during 1968 to place the 
Town of Oromocto on the same financial basis as other towns in that Province. In order 
to reduce the debt charges of the Town to a level comparable to those of towns of 
similar size in New Brunswick, Canada wrote off 50% of the balances outstanding on 
loans which had been used mainly to finance the cost of streets, water mains and sewers. 
The effect was that the loan indebtedness of Oromocto was reduced as at December 31, 
1968 from $3,674,000 to $2,268,000, the write-off of $1,406,000 being provided by Treasury 
Board Vote 6b, Appropriation Act No. 1, 1969, 1968-69, c.23. Commencing in 1969-70, 
Canada discontinued payment of the annual operating grant but agreed to pay the 
Province transitional grants totalling $2,600,000 over a period of five years to ease the 
increased tax burden. These grants are to be met from Department of National Defence 
appropriations, the first, amounting to $700,000, being provided for by National Defence 
Vote 20 of 1969-70. Effective January 1, 1969, Canada will also pay annual grants in lieu 
of taxes on Crown property in Oromocto. 


The Province on its part agreed, effective January 1, 1969, to assume full respon- 
sibility for schooling in Oromocto and for repayment of the balance of $404,000 of loans 
previously made to the Town by Canada to finance the construction of schools. The 
Province also assumed responsibility for payment of a balance of $366,000 of funds 
loaned to the Town by Canada for construction of the public hospital. These trans- 
actions reduced the Town of Oromocto’s loan indebtedness, as of January 1, 1969, to 
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$1,498,000. The balances receivable at March 31, 1969 from the Province of New 
Brunswick, $762,000, and the Town of Oromocto, $1,491,000, were secured by debentures 
bearing interest rates varying from 5% to 54%, and repayable in semi-annual instal- 
ments by June 1, 1986. 


The new financial arrangements should enable the Town to cover from revenue its 
future operating costs, including interest charges on its outstanding debentures. 


246. Other loans and investments—Other balances—Investment in shares of Pan- 
arctic Oils Limited. The details of the asset item “Other loans and investments’ show 
the nominal amount of $1 in respect of shares in Panarctic Oils Limited received in 
consideration of payments made or to be made to this Company by Canada. 


In December 1967 the Minister of Indian Affairs and Northern Development in- 
formed the House of Commons that Canada had joined a consortium of 20 participants, 
including leading Canadian oil and mining companies, in an investment to be not less 
than $20 million, for a three-year oil exploration program in the Arctic islands. This 
was to be done through Panarctic Oils Limited, incorporated for the purpose. He ex- 
plained that the participating companies would invest $11 million and the Government 
$9 million during that period. In return, Canada would hold 45% of both the preferred 
and common shares of the new Company and, in the event of extension of the program 
and an increase in the exploration investment, would have the option of increasing its 
interest pro rata. 


The Minister further explained that the Company would have interests in approxi- 
mately 44 million acres of oil land through a series of agreements with the original 
permit holders, and that it would thus control over 63% of the Arctic lands regarded as 
potential oil and gas bearing acreage. 


By March 31, 1969 Canada had paid in $5,012,500, including $3,012,500 during 
1968-69, leaving an unpaid balance of $4,010,000. Payments have been charged to the 
provision for Northern Mineral Development Assistance Grants. 


Of the fourteen members of the Board of Directors, twelve represent the private 
sector shareholders, one the holders of permits farmed out to the Company, while the 
fourteenth represents the Government. Canada may appoint additional Directors in 
proportion to its equity if and when it desires to do so. 


Financial statements of the Company show exploration and pre-production costs 
of $4,447,000 from its incorporation to February 28, 1969, of which $1,354,000 was in- 
curred directly by the Company or by another company which was appointed manager 
of operations, and $3,093,000 by members of the consortium. This latter amount has 
been applied against the equity commitment of the consortium. Aside from outlay di- 
rectly related to oil exploration, the Company is financially involved in the develop- 
ment of a new icebreaking technique which it is hoped will contribute to the easing of 
Arctic transportation problems. 
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247. Deposit and trust accounts—“Other’—Public Officers Guarantee Account. The 
Public Officers Guarantee Account, established by section 98 of the Financial Admin- 
istration Act, provides that payments may be made from the Account by way of in- 
demnity for losses suffered by Her Majesty or others by reason of defalcations or other 
fraudulent acts or omissions of public officers. The Treasury Board on January 19, 1967 
directed that unless losses due to defalcations can be recovered in the fiscal year in 
which they occur, the Board’s authority to reimburse the losses from the Account is to 
be sought before the year-end. 


Five losses amounting to $18,888 were charged to the Account during the year, of 
which one amounting to $8,972 had occurred in prior years. One of the losses, $586, 
was charged to the Account in error as it had resulted from the theft of mail receipts by 
persons unknown. Unless it can be established that this loss resulted from a defalcation 
or other fraudulent act or omission of a public officer, the amount is not a proper charge 
to the Account. Hight additional losses totalling $4,279 which occurred in prior years, 
and the $100 balance of a much larger loss which occurred during the year, had yet 
to be charged to the Account at the year-end. (See paragraph 196 of Volume I of this 
Report.) 


248. Annuity, insurance and pension accounts—Superannuation Accounts. 


PUBLIC SERVICE. Section 33 of the Public Service Superannuation Act, 1952-53, c.47, 
requires that at least once in every five years an actuarial report on the state of the 
Public Service Superannuation Account be laid before Parliament. 


On December 15, 1969 a report was tabled showing that an estimated deficit of 
$47.3 million existed in the Account at December 31, 1967 which together with interest 
totalled $51.2 million at December 31, 1969. This amount has been credited to the Ac- 
count in accordance with section 32(38) of the Act. 


CANADIAN FORCES. Section 25 of the Canadian Forces Superannuation Act, 1959, c.21. 
requires that at least once in every five years an actuarial report on the state of the 
Canadian Forces Superannuation Account be laid before Parliament. 


Last year (paragraph 254) we reported that an actuarial report tabled in September 
1968 showed an estimated deficit of $58.7 million in the Account at December 31, 1965. 
This, together with interest, totalled $65.5 million at March 31, 1969. However, by an 
amendment to the Act, 1968-69, c.29, the contributions of male participants were in- 
creased from 6% to 64% and of the Government from 1.67 to 1.8 times the contributions 
of the participants, with effect from April 1, 1969. Taking these changes into considera- 
tion, on March 31, 1969 the Minister of Finance, acting on the advice of the Chief 
Actuary of the Department of Insurance, credited $37.7 million to the Account in ac- 
cordance with section 24(38) of the Act. 
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249. Unmatured debt. Included in the unmatured debt amounting to $22,101 mil- 
lion at March 31, 1969 are the following treasury bills and bonds totalling $4,539 million 
which mature within the ensuing fiscal year: 


Treasury bills due within— 


threesmonthsrd . emake vrenisees d- xesh bl Ra Oe eae Wo eee $ 2,325,000,000 

ea AATT OLN Nc oe ee ae Te Seer he Ree Pe Meee eI eS oR uh 440 ,000 , 000 
Mie TUOU Gh so. sys 5 wrk toa Pie ae oa eA ae ee ee oe Me en ee 75,000,000 
2,840,000 , 000 

Loan of: 1960 due April, T9693 i. wit {Sis Hie RE bees OE Se eae. ceume et ae oe 80,000 , 000 
Loar.of 962, vue; Apal dg. g069 4.8 6. sd ce abuesat as powdsean Soh bid Oe th ee 100 , 000 , 000 
Laan tt LOGO ae ADIL. LOOMS So yc. a bus ine eter tess eae gece tenes ake che cee 100,000 , 000 
Jal or LOGS ANd: 1905. Que Apr t¢ L0G. sa. cracks cae eat nee es oes Theatre re 130,000,000 
Ganada Savings Bonds, 1966, due May-1;-1969; 1, 2255. TRG sass te bid Seda 19 , 233 ,000 
Toanol 1964 cine JulypastdO60e orl eas SAT Feta Cee ae ee CLE. ae ome ees, 225,000,000 
POAT HE 1 OG CNG ROLY Lyk MO ace pe Ree Gis anata soe Rec ae RO RAD ee ee a a ee ee 75,000,000 
Loan, of 1962 due Oetober 1, 19GO veoh ny ose ele oe tee as a oO nee ee 80,000 , 000 
‘hoean Of 1965 ‘tue Oetower 1, LOGa. i, . he a eae i aine = Sen weno ote 5 eke spree 145 ,000 , 000 
10an OF 966 ‘tue Ovtaber.t, WOGO Re t Tee. oa es PR Ae, ee 250 ,000 , 000 
Loah of 1067.2te Decein bert h.18969 wars site en beeen igecs PW athend keds onal 175,000,000 
foan.of 1 9GR due december 15. (1009 s,s .2's Sethe aes teen ae Cora ota eee 35,000,000 
Lean 6 1068 ane tebriary 1D, 4070; «es dats aoa Matis Ree OS ee oer 285 ,000 , 000 


1,699,233 ,000 


$ 4,539, 233,000 


Although debt falling due within one year is normally regarded as a current liability, 
no portion of this unmatured debt, one-half of which falls due within the first three 
months of the ensuing year, has been included with the “Current and demand liabilities” 
in the Statement of Assets and Liabilities at March 31, 1969. 


250. Contingent labilities—Action for damages. On April 10, 1965 a collision be- 
tween two vessels in the St. Lawrence River down stream from Sorel, Que., resulted in 
the total loss of one of the vessels. 


By petition of right, action for damages involving in excess of $5 million was taken 
against the Crown by suppliants who included underwriters, insurers and consignees 
of the cargo of the sunken vessel. The suppliants alleged that the collision had been 
caused by the displacement of a range light, under the control of the Department of 
Transport, which guided one vessel so close to the south bank that it sheered, crossed 
the navigation channel and collided with the other vessel. The judgment of the Ex- 
chequer Court of Canada, pronounced in September 1968, maintained the petition of 
right with costs, it being provided in the judgment that the matter of assessing damages 
was to be determined “by reference” and that in the event of an appeal, such reference 
was to take place after the appeal. 


An appeal from the Exchequer Court judgment has been lodged by the Crown in 
the Supreme Court of Canada and is expected to be heard in the spring of 1970. 
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251. Contingent labilities—Canadian Corporation for the 1967 World Exhibition. 
Included in the listing of contingent liabilities of Canada appearing on page 7.91 of 
Volume I of the Public Accounts is an amount of $56,100,000 representing notes of the 
Canadian Corporation for the 1967 World Exhibition which are payable to Canada and 
are guaranteed jointly by Canada and the Province of Quebec. As Canada is both the 
guarantor and the holder of these notes, the amount was not a contingent liability of 
Canada. 
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Crown Corporations 


252. A Crown corporation, as defined by section 76(1)(c) of the Financial Adminis- 
tration Act, is a corporation that is ultimately accountable, through a Minister, to Parlia- 
ment for the conduct of its affairs. Departmental corporations are named in Schedule B 
to the Act and are responsible for administrative, supervisory or regulatory services of a 
governmental nature. Agency corporations are named in Schedule C and are responsible 
for the management of trading or service operations on a quasi-commercial basis or for 
the management of procurement, construction or disposal activities on behalf of the 
Crown. Proprietary corporations are named in Schedule D and are responsible for the 
management of lending or financial operations, or for the management of commercial 
and industrial operations involving the production of or dealing in goods and the 
supplying of services to the public. 


253. The following paragraphs are concerned with agency and proprietary corpora- 
tions to which sections 77 to 88 of the Act apply and certain other Crown corporations 
which have not been named in any of the Schedules to the Act. 


254. Section 85 of the Act requires each corporation to prepare, in respect of each 
financial year, a balance sheet, a statement of income and expense and a statement of 
surplus containing such information as, in the case of a company incorporated under 
the Canada Corporations Act, R#.S., c. 53, is required to be laid before the company by 
the directors at an annual meeting. 


255. Section 87 of the Act requires the auditor of a Crown corporation to report 
annually to the appropriate Minister the result of his examination of the accounts and 
financial statements of the corporation and to state in his report whether in his opinion: 


(a) proper books of account have been kept by the corporation; 


(b) the financial statements of the corporation 
(1) were prepared on a basis consistent with that of the preceding year and are in 
agreement with the books of account, 
(ii) in the case of the balance sheet, give a true and fair view of the state of the 
corporation’s affairs as at the end of the financial year, and 
(111) in the case of the statement of income and expense, give a true and fair view of 
the income and expense of the corporation for the financial year; and 


(c) the transactions of the corporation that have come under his notice have been within 
the powers of the corporation under this Act and any other Act applicable to the 
corporation. 


In addition, the auditor is required to call attention to any other matter falling within the 
scope of his examination that in his opinion should be brought to the attention of Par- 
liament. 
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256. Section 87 of the Act further requires that the annual report of the auditor 
be included in the annual report of each corporation, and section 85 directs that such 
annual report be submitted to the appropriate Minister within three months after the 
termination of each financial year and that it be laid before Parliament by the Minister 
within fifteen days after he receives it from the corporation or, if Parliament is not in 
session, within fifteen days after the commencement of the next ensuing session. 


The financial statements of the various corporations, together with the related audit 
reports, are published in Volume III of the Public Accounts. 


257. The Auditor General is the auditor of the following Crown corporations whose 
accounts and financial statements were examined for their financial years terminating 
during, or coinciding with, the fiscal year ended March 31, 1969: 


Corporation Class Reporting Minister 
Atomic Energy of Canada Limited Agency Energy, Mines and 
Resources 
Canada Deposit Insurance 
Corporation Proprietary Finance 
Canadian Arsenals Limited Agency Supply and Services 
Canadian Broadcasting Corporation Proprietary Secretary of State 
Canadian Commercial Corporation Agency Supply and Services 
Canadian Corporation for the 1967 | 
World Exhibition Industry, Trade and Commerce 
Canadian Dairy Commission Agency Agriculture 
Canadian Film Development 
Corporation Agency Secretary of State 
Canadian Livestock Feed Board Agency Agriculture 
Canadian National (West Indies) 
Steamships, Limited Agency Transport 
Canadian Overseas Telecommunica- 
tion Corporation Proprietary Communications 
Canadian Patents and Development 
Limited Agency Chairman of the Committee of 
the Privy Council on Scientific 
and Industrial Research 
Crown Assets Disposal Corporation Agency Supply and Services 
Defence Construction (1951) Limited Agency National Defence 
Eldorado Aviation Limited Proprietary Energy, Mines and Resources 
Eldorado Nuclear Limited Proprietary Energy, Mines and Resources 
Export Credits Insurance Corporation Proprietary Industry, Trade and Commerce 
Farm Credit Corporation Proprietary Agriculture 
The National Battlefields Commission Agency Indian Affairs and Northern 
Development 
National Capital Commission Agency Hon. Jean Marchand 
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Corporation Class Reporting Minister 
National Harbours Board Agency Transport 
Northern Canada Power Commission Agency Indian Affairs and Northern 
Development 
Northern Transportation Company 
Limited and subsidiary companies Proprietary Indian Affairs and Northern 
Development 
Polymer Corporation Limited and 
subsidiary companies Proprietary Transport 
The St. Lawrence Seaway Authority Proprietary Supply and Services 
The Seaway International Bridge 
Corporation, Ltd. Proprietary Transport 


258. The Centennial Commission ceased to exist on April 1, 1968 and the Secretary 
of State was authorized to close out the affairs of the Commission. Financial statements 
covering the transactions of the Secretary of State concerning the affairs of the Commis- 
sion for the year ended March 31, 1969 have been reported on and are referred to in 
paragraph 273 of this Volume. 


259. Since the Auditor General has not been appointed the auditor or the joint 
auditor of the following Crown corporations and public instrumentalities their accounts 
were not examined by him during the year: 


Corporation or Instrumentality Class Reporting Minister 

Air Canada Proprietary Transport 
Bank of Canada Finance 
Canadian National Railways Proprietary Transport 
The Canadian National Railways 

Securities Trust Proprietary Transport 
The Canadian Wheat Board Hon. Otto Lang 
Cape Breton Development Corporation Proprietary Regional Economic Expansion 
Central Mortgage and Housing 

Corporation Proprietary Hon. Robert Knight Andras 
The Company of Young Canadians Secretary of State 
Industrial Development Bank Finance 


In its Eleventh Report 1966-67 the Public Accounts Committee again repeated its 
recommendation that the Auditor General be appointed the auditor or the joint auditor of 
these corporations or instrumentalities (see Appendix 1, items 17 and 33 of Volume I 
of this Report). 


260. The paragraphs that follow deal with the various corporations audited by the 
Auditor General and with the affairs of the former Centennial Commission. In each case 
an introductory comment describes briefly the origin of the corporation and the nature 
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of its activity followed by comments regarding the Crown’s equity in the corporation, a 
summary of the operations for the year in comparison with the preceding year, and any 
other matter which might be of interest to the House of Commons. 


261. Atomic Energy of Canada Limited. This Company was incorporated in 1952 
under the Canada Corporations Act, R.S., c.63, pursuant to authority contained in the 
Atomic Energy Control Act, R.S., c.11, to carry out research and development in nuclear 
power technology and allied fields and to promote uses of atomic energy. 


The head office and the Commercial Products Division of the Company are in 
Ottawa. Nuclear generating stations are maintained at Rolphton, Ont., and Douglas 
Point, Ont., and are under construction on cost-sharing bases at Gentilly, Que., and Pick- 
ering, Ont. Nuclear reactors and research and development laboratories are maintained 
at Chalk River, Ont., and at the Whiteshell establishment in Manitoba. Shopping centres, 
housing, staff hotels, and hospitals at Deep River, Ont., and Pinawa, Man., were con- 
structed for the employees of the Chalk River nuclear laboratories and the Whiteshell 
establishment. A Power Projects group, located in Toronto and Peterborough, Ont., is 
responsible for the engineering, development, construction and management of nuclear 
power generating projects. Radioisotopes produced in the Company’s reactors, and equip- 
ment designed and built by the Company to use these radioisotopes, are marketed 
throughout the world. Under specific parliamentary authority, the transmission line in 
connection with the Nelson River power project is being erected in accordance with an 
agreement between Canada and the Province of Manitoba. In February 1969 the Com- 
pany was authorized by the Cabinet to construct heavy water production facilities at 
Douglas Point. 


The Crown’s equity in the Company at March 31, 1969 and at March 31, 1968 
comprised: 


March 31 
1969 1968 

Loans and accumulated interest for— 
Douglas Point generating station............ce cece ce ceeees $ 77,596,000 $ 77,596,000 
Pickering generating Station «os2sabeais tine nun Situ Paes Hie owned 39 , 264,000 18,450,000 
Crem lly Dicloar DOWwe? SEALION.... 372 Vlas a ence eae bs'8' 8 kd 39,106,000 15,422,000 
Nelson River transmicsion ling: .< sian. news sculeatne sins bale 32,030,000 6,153,000 
Housing projects and commercial buildings.................. 18,092,000 15,593,000 
206 ,088 ,000 133,214,000 
UIA AOC Ee LOK Mle ees ed's ae eR ate ee hin Wak sas Fo Siw ee) ol 15,000,000 15,000,000 
TG he ROLLA Leen. Crete vere sks os siete aren evi es eto vine wee idle « 2,597 ,000 2,157,000 


Not recorded as equity of the Crown is the cost of the Company’s research facilities, 
$218,433,000, which has been charged to parliamentary appropriations. 


$ 223,685,000 


$ 150,371,000 
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A comparative summary of income and expense for the past two years follows: 


Year ended March 31 


1969 1968 


Research program— 
Grieratine expens6 2.265, ys 3.¢ Peake ene eta ieee ele pee os onee ei eee $ 73,738,000 $ 67,987,000 
Gross income from engineering services, housing accommodation, 
NOSPItAlS, SAlES' OL BLOAT, CUCrs v orc alc die aes elteeag See sees 14,819,000 11,104,000 
Excess of expense over income, provided for by parliamentary 
ADPFOPHGhON MEG Y sgl eUTe Ce valcke va AS EE: wo sie $ 58,919,000 $ 56,883,000 
Capital expenditures provided for by: 
Parliamentary. appropriation <4. ts ads « Siccn bsee ica ha oe $ 9,681,000 $ 9,617,000 
RESIN CATRIDIS oc ou Py oul ea eee Oe cee ee bisaiia Ohi Gace 1,029,000 3,004,000 


$ 10,710,000 $ 12,621,000 


Commercial operations— 


Trgomie TN oe. atid «PEL atl ah « Beha mioete Ue eared bak. ber ey $ 10,337,000 $ 9,321,000 
Expense: 

COst OL ALCS NT es bie a seas 3 oe oes ee EE Ace Uae 5,037,000 4,974,000 

Research, selling and administration................0.000- 5,193,000 4,257 ,000 

10,230,000 9,231,000 

isxcess' of income over expenses: sin} .. tes RRIIRO SS. ORL. 6 $ 107,000 3 90,000 


The increase of $5,751,000 in research operating expense results from a continued 
expansion in the activities of the Company and an increase in costs of goods and services, 
mainly salaries and wages including employee benefits, $4,333,000, and materials and 
supplies, $1,109,000. 


The increase of $3,715,000 in gross income from engineering services, housing accom- 
modation, hospitals, sales of steam, etc., is due mainly to increased sales of engineering 
services by the Power Projects group, $2,337,000, an amount of $340,000 relating to the 
termination of a contract with the United States Atomic Energy Commission for the 
rental of reactor facilities, and increased sales of radioisotopes, etc., $306,000. 


262. Canada Deposit Insurance Corporation. This Corporation was established by 
the Canada Deposit Insurance Corporation Act, 1966-67, c.70, to provide deposit 
insurance for the benefit of persons having deposits with federally incorporated institu- 
tions and those provincially: incorporated institutions with which the Corporation enters 
into contracts, and to accumulate, manage and invest a Deposit Insurance Fund and any 
other funds accumulated as a result of its operations. The head office of the Corporation 
is in Ottawa. 


The Corporation is administered by a Board of Directors consisting of the Chairman, 
appointed by the Governor in Council, and the incumbents of the offices of the Governor 


CROWN CORPORATIONS 227 


of the Bank of Canada, the Deputy Minister of Finance, the Superintendent of Insurance 
and the Inspector General of Banks. There were 71 member institutions whose customers’ 
Canadian currency deposits, to a maximum of $20,000, were insured by the Corporation. 
These member institutions comprised 11 banks, 19 federally and 7 provincially incor- 
porated trust and loan companies supervised by the federal Superintendent of Insurance, 
and 34 other provincially incorporated trust and loan companies. 


Sections 21 and 22 of the Act require that the affairs of member institutions be 
examined at least once in each year. The banks were examined and reported on by the 
Inspector General of Banks and the federally incorporated trust and loan companies by 
the Superintendent of Insurance. The Superintendent of Insurance also reported on the 
examinations of each of the provincially incorporated companies although 12 of the 
reports were incomplete because the inspectors had not yet finished their examination 
of the companies’ returns on which the premium assessment for the year had been based. 

Deposits insured by the Corporation, based on returns made by member institutions 
during 1968, totalled $19.5 billion comprising $18.1 billion of deposits in federal institu- 
tions and $1.4 billion in provincial institutions. 

The Crown’s equity in the Corporation at December 31, 1968 was $18,500,000 com- 
prising capital stock, $10,000,000 and loans, $8,500,000. 


The balance of the Deposit Insurance Fund at December 31, 1968 was $12,220,000 
including $6,514,000 of premiums assessed members in respect of the premium year ending 
April 30, 1969. 

Accumulated net earnings at December 31, 1968 amounted to $1,186,000 including 
$815,000 net income for the year summarized as follows: 


Income— 
Pirterest OF Wats GO! MAGN Er IDStUTONS ..6bya o'er ck alee w nb na boa sede stares gatire $ 1,126,000 
TWEterec 00 Wivestinelisn. ts). Wa) OS, MeL Ae. 51). SRC. IAI. Be et. 4. Bae 796,000 
1,922,000 
Expense— 
Interest.on advances from Canada ys! eek see. Pe eee Pee Oe RA EN 927 ,000 
Hamano TOPanAIC EX DCNSOR ue Mctit yh Malate Nels hi ae asta Fe AGG Sd Wig ew sla NS mae 108,000 
ALaTIES BINT ONIDIO VES DCDEMES. Seen, Corea tr octet ke ee See Peete Sa ites FEET cas 46,000 
Orne Mette. ee eestias » Gstie Mae oak. tatters thio we aha ede + sis Mes Bes 26 , 000 
1,107,000 
Pi xeaearCr INCOMBLOVED OXDCUSO ya4.x 00 Gases hae cae ed elulala 5/4 Doped aie ab we ae © fis tok a $ 815,000 


Although the accumulated net earnings were sufficient to meet the amount of a divi- 
dend, which the Corporation may declare under section 33 of the Act, no dividend was 
declared. 

The Corporation has been designated a proprietary corporation and as such is subject 
to income tax. However, Order in Council P.C. 1968-10/585 of March 28, 1968 remitted, 
under section 22 of the Financial Administration Act, any income tax payable by the 
Corporation. 
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263. Canadian Arsenals Limited. This Company, with its head office in Ottawa, was 
incorporated under the Canada Corporations Act, R.S., c.68, pursuant to authority con- 
tained in the Department of Reconstruction Act, 1944, 1944-45, c.18. The main objects 
of the Company are the operation, maintenance and supervision of arsenals and other 
plants for the production of military stores and equipment. 

At March 31, 1969 the Crown’s equity in the Company was $5,129,000, comprising a 
working capital advance of $5,000,000 and advances totalling $129,000 from the Depart- 
ment of National Defence in respect of purchases. 

During the year the Company was the custodian of and operated two Crown-owned 
plants which cost $34 million. The operating results for the past two years are shown in 
the following summary: 

Year ended March 31 


1969 1968 


Income— 
Sates Mh Mu Sew oe A ae di a 9 fa $ 8,616,000  $ 6,591,000 
Aitsee lian eous ye sch isu ii Saawe ery Cdare coke elearn ean ae ae eet ate ai ae tle 339,000 380,000 
8,955,000 6,971,000 
Expense— 
Cost of iaslesiirs Suas. 11020654. 425 ROCA PRR. Saites 8,456,000 6,713,000 
PAN IS LPACIONT 1 cae oof tie has gp kd ao cee CL Re ei ate ie enone 348,000 292,000 
8,804,000 7,005,000 
Excess of income Over CXPeNSe....... cece ec ccc cece eeece ta Nehge ade acted $ 151,000 $ (34,000) 


The increase in sales and cost of sales relates entirely to a greater volume of business 
with government departments. 


Unfilled sales orders at March 31, 1969 amounted to approximately $8.9 million as 
compared to $10.9 million at the end of the previous year. 


This is the first time since March 31, 1958 that the Company has reported an excess 
of income over expense. This was remitted to the Receiver General after deducting the 
prior year’s loss of $34,000. Losses in years prior to 1967-68 have been recouped from 
parliamentary appropriations. 


264. Canadian Broadcasting Corporation. This Corporation was established in 1936 
and, under the Broadcasting Act, 1967-68, c.26, operates national television and radio 
broadcasting services and an international shortwave service. The head office is in Ottawa 
and regional offices are located in St. John’s, Halifax, Quebec, Montreal, Ottawa, Toronto, 
Windsor, Winnipeg, Edmonton and Vancouver. 


Prior to 1964-65 the Corporation derived funds, for both its capital and operating 
requirements in excess of advertising revenue, from grants provided by parliamentary 
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appropriations. Subsequently, however, funds for capital requirements have been pro- 
vided by means of loans from Canada (see paragraph 71 of Volume I of this Report). 
Loan indebtedness at March 31, 1968 amounted to $74,125,000 of which $3,955,000 was 
repaid in 1968-69. Additional loans of $22,200,000 in 1968-69 increased the amount out- 
standing at March 31, 1969 to $92,370,000. The loans bear interest varying from 51% 
to 73% and are repayable in 20 equal annual instalments. 


Funds available to finance the acquisition of capital assets comprised the additional 
loans of $22,200,000, an unexpended balance of $386,000 remaining from loans obtained 
the previous year and $85,000 realized on sale of assets. The sum of $21,974,000 was 
expended, leaving a balance at March 31, 1969 of $697,000. Major classifications of capital 
expenditure included additions and replacements, $11,468,000, improvements to coverage, 
$5,674,000, and consolidation of facilities, $2,935,000. The accumulated cost of capital 
assets, $166,135,000, included $20,566,000 expended during the past ten years in connec- 
tion with the planned consolidation of facilities in Montreal, Ottawa, Toronto, Winnipeg 
and Vancouver. The Corporation’s estimate at March 31, 1969 of the future cost of 
consolidation of facilities was $163,329,000 of which, subject to the provision of funds 
by Parliament for the purpose, approximately $13,700,000 will be expended during the 
year ending March 31, 1970 and $149,629,000 in subsequent years. 


At March 31, 1969 the Crown’s equity in the Corporation was $116,260,000 repre- 
sented by working capital of $15,697,000 (including the unspent balance of $697,000 with 
respect to capital loans) and the net book value of capital assets amounting to 
$100,563,000. 


A summary of the source and application of the Corporation’s funds in 1968-69 


follows: 
Source— 
Parliamentary appropriations: 
CDOT CL OT RIAL tenis, iva y Abi -ine UvyRiety ae det UE Ce av by ony vag ae oe AR ee $ 148,329,000 
PALS FOE CETIVAL ex DCUUICUIO. se rts tke tears ss are eh ae ents one emer es 22,200,000 
170,529,000 
RATA ERIS ROUOTINIG 0's, gx s s.075'01 5 ss oS F DORE ences Rinne Eualo yet COMI nw ance ane as 39, 765 , 000 
DEpreerAliOI anc AlaGrtization. s OF) MO, toe a ss as Pee ee TaN, ak Dabs 10,577,000 
Miscellaneous—including proceeds from sale of assets..............-0 cece ence 1,857,000 
$ 222,728,000 
Application— 
Dotal qherssinesexpense, sic.) b2 2. Gere LP oe a Wn ae AE EE + oi Ra kp BN hee $ 196,487,000 
ROTI DS CO CAIEGAL ARSOUS « & bbe dcncu. ks SH PG AUS Beep 24 eae a a a bly eae Ur 21,974,000 
Repayerent-a: Gapibal Ioana tly Ol Sie dees ties aos Teles RAs L en cish Maha 3,955,000 
222,416,000 
PActoase ls Workin Capron coe of4h, See tamales ene Sekine O27 ee. A ae 312,000 


$ 222,728,000 
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The following is a summary of the net cost of operations for the past two years: 


Expense— 
Cost of production and distribution: 


Year ended March 31 


1969 


— 


1968 


_——— 


Propramsiiicicy scrips be en. tes area eee $ 124,175,000 $ 119,439,000 
Networkidistribution...0 cis Ao a a ee 15,086,000 14,138,000 
DURTIOD. SEalStSsiOlc . scat ete net coe e.e we ree ata ap oe Ge eee 8,815,000 7,828,000 
Payments to private stalons, tage. 4-%. aaieeh eels -ore so 5,332,000. 5,464,000 
Commissions to agencies and networks...............+4- 4,788,000 4,436,000 
158,196,000 151,305,000 
Operational supervision and serviceS............eecee ee eeees 16,237,000 14,382,000 
ENCOPNALIONE! GOCVICE. uals ee ccs oir tes ne ove ects eee 3,674,000 3,677,000 
PIMELPENCY) WLC AGCASUIUE 6h ie oc aye Sado <0 vente ue tithe oe oe eee a 506 , 000 1,008,000 

Radio and television broadcasting services at Canadian Universal 
and International Exhibition, Montreal, 1967............ — 3,921,000 
178,613 ,000 174,293 ,000 
Selling and general administration. .......5...-.520 secs ee ces 13,112,000 11,509,000 
Interest on loans to finance the acquisition of capital assets. ... 4,762,000 3,760,000 
196 , 487 ,000 189 , 562,000 

Income— 

MAVertising TEVONUO, CUCic55 aus ah eee Pewed ee oe G poe ae 41,536,000 40,000 , 000 
Neticostion Operations Meer at, sacwlas Hein + ack att aanedey ae: $ 154,951,000 $ 149,562,000 


In previous years the cost of operating the Corporation’s International Service was 
borne by Canada by means of a separate parliamentary appropriation and as a con- 
sequence this cost did not appear in the Corporation’s financial statements. In 1968-69 
for the first time the cost of operating the International Service was met from the 
Corporation’s parliamentary grant and forms part of the net cost of operations shown 
above. For purposes of comparison the cost of the Service for the year ended March 31, 
1968 has been included in the summary. 


The parliamentary grant of $148,329,000, Secretary of State Vote 30, provided for 
the net cost of operations of $154,951,000, less depreciation and amortization of $10,577,000 
not involving an outlay of cash, plus $3,955,000 required for repayment of capital loans. 


The major items contributing to the increase in expense were salaries and wages, 
$0,819,000, and other employment expenses, $599,000. This was for the most part due to 
the delayed impact of changes in the rates of pay in the previous year and additional 
changes settled in the latter part of the current year. Personnel on strength at March 31, 
1969 was 9,375 compared with 9,182 at the previous year-end. 
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The cost of programs available for advertising and advertising revenue earned 
thereon were shown in a note to the financial statements as follows: 


1968-69 1967-68 
Proprams Which Carried: AAV erasing oie sie si ses. flare sca'siee enerees 12 2a dale $ 46,939,000 $ 43,088,000 
Programs available but which did not carry advertising............. 31,177,000 32,953 ,000 
Program and related costs (exclusive of operational supervision, selling 
Hid CCUCTHLAUNMNISULAUON). Asi. cok al dal. ati wcld cake so klablee $ 78,116,000 $ 76,041,000 
PUR OCL ICI POVON UC Sr OT OGG 5 eev. ays i0d sou 6.0 cba deo vers v gb. me, 0 dows dalyws $ 39,765,000 $ 38,734,000 


The net cost of programs with advertising potential in 1968-69 was therefore 
$38,351,000 which was financed by the parliamentary operating grant. 


Expenditures incurred in connection with future programs are recorded as current 
assets of the Corporation until such time as the programs are broadcast. These assets 
were as follows: 


March 31, March 31, 
1969 1968 
Programs completed and in process of production..............0055 $ 7,051,000 $ 7,881,000 


OUI GT ID GATT EG tee WE ie 5 5 coc 4 x'o.p a's eld 'oid no bb wea ame 2,993 ,000 3,525,000 


$ 10,044,000 $ 11,406,000 


These amounts are after giving effect to the following write-offs: 


1968-69 1967-68 
Programs completed and in process of production—cost of programs which 
were unsuitable because of technical difficulties, scheduling changes, 
Deen MONS, MUIETIGE GUA TY, .ClO.s Wane de edad Oe ae na hoes dP Ses Ses $ 548,000 $ 1,078,000 
Film rights—unsuitable, inferior quality, expiry of right................ 247 ,000 355,000 
Script rights—unsuitable, inferior quality, expiry of right............... 137 ,000 186 ,000 


$ 932,000 $ 1,619,000 


In our Reports to management and to the House in recent years, we have com- 
mented on the Corporation’s physical inventory of its capital assets. This inventory 
was completed in July 1967 and substantially reconciled with the records, the difference 
of $1,005,000 being written off to Proprietor’s Equity Account. The target date of 
February 28, 1969 for final reconciliation was not met as discrepancies in valuation 
became apparent, thereby necessitating additional adjustments. During the year a 
further $13,000 was written off to Proprietor’s Equity Account. 


In previous Reports (1968, paragraph 64) we have noted that the cost of programs 
included payments to employees for scheduled hours which were in excess of the actual 
hours of attendance during daily or weekly tours of duty. We have confirmed that this 
situation continued during 1968-69. (See paragraph 54 of Volume I of this Report.) 
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We have noted that the Corporation failed to deduct and remit employees’ taxes and 
to pay other contributions to the United States Government. The Corporation’s liability, 
amounting in all to $129,000, is dealt with in detail in paragraph 55 of Volume I of 
this Report. 


265. Canadian Commercial Corporation. This Corporation was established in 1946 
by ‘the Canadian Commercial Corporation Act, R#.S., c.35, to provide procurement serv- 
ices in Canada for the governments of other countries and for international organizations. 
During the year the Corporation’s purchases on behalf of its customers totalled $325 
million compared with $247 million in the preceding year. 


The Crown’s equity in the Corporation at March 31, 1969 was $15,822,000, consisting 
of a $10,000,000 working capital advance, $5,500,000 in interest-bearing loans, a $99,000 — 
reserve for United States exchange and a $223,000 reserve for contingencies. 


A comparative summary of the Corporation’s operations for the past two years 
follows: 


Year ended March 31 


1969 1968 


Income— 

Interest earned on: 

PEE V OS LOCI US ory ee reer viele ys. sien alyle kate Mae Ml Ona oe Clk oy a $ 330,000 $ 128,000 

Special advarices torsupplieta.. sn. 0 iab tes Ue a oes 198,000 108 ,000 

528,000 236 ,000 

Dess? Interest on'loansifrom Canada? 8 ic. 0. ak stave ce pete 352,000 123 ,000 

176,000 113 ,000 

POROUS os aces acertenal'e: hut arte Wout aay Gl sey aes ToT ee — 2,000 
176,000 115,000 

Expense— 

Estimated cost of administrative services..............0c0ce cee 3,080,000 2,740,000 
Excess oliexpetise over Income... awe dete een eee ene $ 2,904,000 $ 2,625,000 
Excess of expense over income provided for by— 

Supply anc. Servicessy ote 40k a ee. ty SAME 2 wat. SRR shes fee $ 2,124,000 

Detence Production. V Oto D0 sign tinea. cute ls bw Cemeed Dated $ 2,045,000 

Government departments which provided major services without 

Ghargea wes. Ja tow eee OS RT Pe ee, LS ae 780 , 000 580 , 000 


$ 2,904,000 $ 2,625,000 


A footnote to the Balance Sheet as at March 31, 1969 draws attention to certain risks 
involved in a large contract negotiated on a ceiling price basis with a foreign government 
customer that will likely result in a loss to the Corporation. 


266. Canadian Corporation for the 1967 World Exhibition. This Corporation was 
established by the Canadian Corporation for the 1967 World Exhibition Act, 1962-63, 
c.12, for the purposes of planning, organizing, holding and administering the Canadian 
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Universal and International Exhibition, Montreal, 1967. An Act respecting the Canadian 
World Exhibition, passed by the Quebec Legislature in 1963, provided authority for 
the Province of Quebec and the City of Montreal to share with the Government of 
Canada in the financing of the Corporation. The Exhibition closed on October 29, 1967 
and the Corporation was wound up on November 27, 1969. 


The Corporation consisted of a Commissioner General, a Deputy Commissioner 
General and fourteen other directors appointed by the Governor in Council, seven of 
whom were appointed on the recommendation of the Lieutenant-Governor in Council 
of the Province of Quebec. 

Section 17 of the Act required the accounts and financial transactions of the Corpo- 
ration to be audited by the Auditor General of Canada and the Quebec Provincial Auditor 
and reported on annually in a manner similar to that required by the Financial Admin- 
istration Act in respect of Crown corporations. 

A summary of the Corporation’s operating results for the year together with cumu- 
lative totals to December 31, 1968 follows: 


Cumulative to 


December 31, 
1968 1968 

Expenditure— 
Cyper ating COSts BIG SEPVICOS 6. odie. «ajay a aisles a6 oh sem voerwaecne $ 1,698,000 $ 111,461,000 
ee SIVA ee tug een ook a aS sw Wi alle 6: Gal bois! sh 6 OS wha 3,017,000 43 ,466 ,000 
Peres Ol LOAM CE Mattel aah Oss Pek Chen ale eae ca ce eee 7,841,000 21,550,000 
Medvertising SNd MuUbliCIy. 2.10.25 V5 ses ic Weise Biike yah aiph aees 89 ,000 21,018,000 
Commission on sale of admission passports and boas Hooke 28 ,000 12,824,000 
PePIeOcianiol ati AINOTUGAWOO. ... 5. .c0s¢cosce eased haa ee eee — 2,569 , 000 
SC EGES UAL LAO? eR ATR A ed AI i Ac Fa Rg Rs SA ame 496 ,000 
12,673,000 213,384,000 

Income— 

CP DCL AGUS Ne ada cpeReedee Rue ares Ole d. «Satie ie care eats 9 She ete oe —_ 129,011,000 
SENTE IT ETS] AVE EE Rg Spee AONE: SEN TTAORN RIMM RE SIRO, JMO Cem i nt A RR 1,000 11,974,000 
1,000 140,985,000 
Pie OSs OUI OOEEAUIONS peel ora Je 5a oes fees HOE ore we lies ok $ 12,672,000 $ 72,399,000 


As was pointed out in last year’s Report (paragraph 65) the joint auditors were 
unable to express an opinion as to the correctness of revenue aggregating $101,488,000 
of the total revenue of $140,985,000. 


We also referred last year (paragraph 67) to certain salaries and termination pay- 
ments about which additional information is given in paragraph 57 of Volume I of this 
Report. Volume I also includes paragraphs on the following matters that came to our 
attention during the year: 

58. Unpaid account for services and stores provided by the Department of National 

Defence to the Canadian Corporation for the 1967 World Exhibition 

59. Contractors’ records not available for audit 

60. Contractor’s share of sale proceeds of Primary Mass Transit System 
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Following the close of the Exhibition the capital assets, with the exception of minor 
items which were demolished or sold and the Mass Transit System which was sold for 
$1,880,000 to the City of Montreal in November 1968, were transferred to Canada, the 
Province of Quebec and the City of Montreal, mainly on the basis of whichever owned 
the land on which they were situated. As noted in paragraph 66 of last year’s Report, 
the cost of the assets transferred was written off in determining the net cost of the 
Exhibition which amounted to $284,791,000 at December 31, 1968 as follows: 


Netdoss Tom Operations 1.04 ctadaie ton bate atimaces skit a GRP eReE $ 72,399,000 
Amounts written off on transfer of capital assets to participating 
governments— 
Canadac tasers: tay couch he fd, Pepe atiaa ie iawn are enonnte ote s t $ 59,876,000 
Province! of Qtiebec'e hk. SAte eb NG iru ote ae eens Be ee 4,754,000 
City ole Viontreal wel (i acceswyy «Roe «pall eb ceed cis oe Ober aer: 135,095,000 
———__—_——— 199,725,000 
Loss on disposal of mass transit ystems. ca tee © ee ee ie ee oe eee ees 11,777,000 
Logs;on, disposalof other capital assete ay... .s Aton avalon. ca) ci Wee eet ae eae te 489 ,000 
Additional claims paid subsequent to close of Exhibition... .......... 0.00 cece eee es 401,000 
DehctsNetieost: of Exhibition) ..i 4054 vas oe ae eeloe ca oneness oe tek eee eee $ 284,791,000 


The amounts due from the participating governments at December 31, 1968, repre- 
senting their shares of the deficit, less grants totalling $40 million, were as follows: 


Canada: 
Slate Or CEU DU Gracias << tise sete Fak See eR a eee ee ee $ 142,395,000 


WEST HG AS Oral tse eek aM! ccc moa hie clei Cee eae Ee eee 20 ,000 , 000 


$ 122,395,000 
Province of Quebec: 


OLE OL CeHOleno 1 aol eee ieee Giles ae ews carat eres Sees trae 106 , 797 , 000 
esse OIC, OS Oe ANG sg ag Thay cae 6 Soe hath ali eo etn ee ee eee 15,000,000 
—_——————_ 91,797,000 
City of Montreal: 
Sharacor Cenette 125 i Nas saiase ois hae om erage oie ree eae nee 35, 599 , 000 
iOS) EA) AS VANE meh ee ede PREC Te Mac ahe valiant Mas Lee OR 5,000,000 
——————— 30,599,000 


$ 244,791,000 


Offsetting these amounts were the following liabilities of the Corporation to these 
governments at December 31, 1968: 


Canada—as guarantor Of Notes... 06.5% 6.) 2e600.4s00ee. 55 oo $ 91,950,000 
=HB5 DOM! OL OES. as ea nee ais tak sale Gates ee 56, 100,000 
—__———— $ 148,050,000 
Pravince of Quebee-as guarantor oF Notes.) oc 8. 14 cpu wee tes cee ah 91,950,000 
City or Montreal—forservieess rendered. vr. cos Sec ns cra ets eee ee eee ck een ee 5,655,000 


$ 245,655,000 


The notes held by Canada were called on May 15, 1969 at which time the Province 
of Quebec delivered to Canada additional notes of the Province in the amount of 
$10,779,000. Concurrently, the Corporation delivered to these governments notes of the 
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_ City of Montreal dated April 1, 1969 payable to Canada in the amount of $14,371,000 
and to the Province of Quebec in the amount of $10,779,000, representing the City’s 
unpaid share of the estimated final deficit less amounts owing to it by the Corporation. 
Thus, of the $148,050,000 owing to Canada at the year-end, $25,150,000 was settled by 
the delivery to Canada of notes of the City of Montreal in the amount of $14,371,000 
and of notes of the Province of Quebec in the amount of $10,779,000. The balance of 
$122,900,000 represents Canada’s share of the estimated final deficit of the Corporation. 


The Expo Winding-up Act, 1969-70, c.1, which received Royal Assent on November 
27, 1969, authorized the transfer to, and disposal by, the Minister of Industry, Trade and 
Commerce of the remaining assets and liabilities of the Corporation. The Act also 
authorized the deletion from the accounts of Canada’s share of the final deficit of the 
Corporation (up to a limit of $125 million) and the deferral of certain payments to 
Canada by the Province of Quebec. Prior to enactment of this legislation the Bill was 
considered by the Standing Committee on Finance, Trade and Economic Affairs. The 
joint auditors appeared before this Committee on November 17, 1969 and were questioned 
concerning a number of the comments in their reports on the audit of the Corporation. 
(See also paragraph 56 of Volume I of this Report.) 


267. Canadian Dairy Commission. This Commission, established by the Canadian 
Dairy Commission Act, 1966-67, c.34, consists of a chairman and two members appointed 
by the Governor in Council. The objects of the Commission are to provide efficient 
producers of milk and cream with the opportunity of obtaining a fair return for their 
labour and investment and to provide consumers of dairy products with a continuous 
and adequate supply of dairy products of high quality. 


In carrying out its functions the Commission pays subsidies directly to producers 
of manufacturing milk and cream on their deliveries to processing plants, and supports 
the domestic prices of butter, skim milk powder and cheese by offering to purchase 
surpluses at prescribed prices. A holdback from subsidy payments is applied against 
losses on export sales at world market prices. 


The financial transactions of the Commission, other than those relating to adminis- 
tration expense, are recorded in the Canadian Dairy Commission Account established 
in the Consolidated Revenue Fund pursuant to section 15 of the Act. The purchase of 
dairy products to support market prices was financed by means of loans from the Minister 
of Finance. Subsidy paymen'ts to dairy producers, trading losses and expenses, including 
interest on loans, were financed from funds transferred to the Commission by the 
Agricultural Stabilization Board from Agriculture Vote 17. The administration expense 
of the Commission was provided for by Agriculture Vote 565. 


The financial statements for the year ended March 31, 1969 were prepared on an 
accrual basis whereas the statements for the preceding year had been drawn up on a 
cash basis. As a consequence the 1969 financial statements do not include comparable 
figures. 
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Although loans to the Commission including accrued interest amounted to $43,614,000 
at March 31, 1969, these were impaired by a deficit of $14,965,000 at that date and 
the Crown’s equity was $28,649,000 represented by cash on deposit with the Receiver 
General, $24,521,000, inventories of dry skim milk, butter and cheese, at market value, 
$19,720,000, less subsidies and other accounts payable, $15,592,000. 


The following is a summary of the operations of the Commission for the year ended 
March 31, 1969: 


Subsidies— 
Subsidies to producers of manufacturing milk and cream...... $ 116,014,000 
Deficit on export equalization assistance................00-- 35,551,000 
Phasing-out payments to low-volume producers whose subsidy 


quotas were withdrawn in 1968-69. ............ eee ee eee 4,446,000 


$ 156,011,000 
Net loss on sales of dairy products purchased to stabilize domestic 


PRICES A eee, Ress EPEAT Me ites Ea io Ee Sed cily abioc uae aes PRN 4,941,000 
Administration expense— 
Remuneration of Members of the Commission............... 75,000 
bbe, DYOCOSSINe SERVICE eas cscia sg ae eisai a+ ae ates > ak mons 357,000 
Employee salaries and benefits. ........... cece cece eee eens 170,000 
Information and promotion. <4 i. 4.4 View eke Ae oe se 142,000 
Acconnting and cheque issue. «(3.44 ss see al enw ee ee 81,000 
NMESC CHAN COUS Jogo ups ee she 5 Hs eats Sole oe Pan conte Re are | 58, 000 
2 883 , 000 
Expenditure applicable to 1967-68 operations— 
PUSLLORS , an Wecipripiy voseue ineatew trail © 6 niet Wc hn seman abe, 2 ae 9,887,000 
PRCCTOSE. GUMOATIA Wl se 1b, aks acts ica wemiic wen it om ee bbe Tr 673 , 000 
———__—_—_———- 10,560,000 
UN OP GXPCIMUCUEORIN. £56 ed's 4 oo 5 i ic tack ie © Ce oy RO dts a ee A ae Me See ee $ 172,395,000 
Net expenditure provided for by— 
Agricultural Stabilization Board advances from: 
Agriculture Viotesl71967-68:. ancdnieins LAS. Ce. Carte Eee ee 2 $ 21,218,000 
Agneniture’ Vote 12, 1968-09 .. . scutes ato hae 6 Gul > xan Mee 134,845,000 
Gross profit on sales of domestic and imported products to March 31, 1968....... 626 , 000 
Agricuiturely ote Soh Wik, . ONG. OE, GE, 2 ee ee 303 , 000 
Government departments which provided certain major services without charge. . 438, 000 
157,430,000 
Portion of net expenditure not provided fore <0 oe. 2st. ik chis so € eto aad Rees 14,965,000 


$ 172,395,000 


The deficit on export equalization assistance comprised: 


Payments to finance exports of surplus dairy products.............cccccecccccececes $ 30,902,000 
Less: Holdbacks from producer subsidies (including $3,730,000 carried forward from 

TOOT O08) 20 trea Paeu! wicks ilies ols oe el pee oe eer rh Sec tee or ee 19,444,000 
Excess of payments over hodbatie..< 5 acu sees hoe lc ne tee Ce ate ce oe, ee eee 11,458,000 
Add: Provision for loss on export sales of inventory of dry skim milk on hand at March 31, 

DOOR a & upc s is Gin ais big wore wttk Sk Gee ate RCE MERE nT ee a 24,093 , 000 


$ 35,551,000 
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In our report to the Minister of Agriculture on the examination of the accounts 
and financial statements of the Canadian Dairy Commission for the year ended March 
31, 1969 we drew attention to the deficit of $35,551,000 on export equalization assistance 
being charged to operations instead of being recovered from holdbacks from subsidies. 
(See paragraph 52’of Volume I of this Report.) 


A summary by commodities of the net loss of $4,941,000 on sales of dairy products 
purchased to stabilize domestic prices follows: 


Dry 

Butter skim milk Cheese Total 
POLO ates are EM Ree Me Bla wok eke bbe G $ 42,343,000 $ 11,770,000 $ 38,484,000 $ 57,597,000 
Export equalization assistance......... — 13, 236,000 — 13 , 236,000 
42,343,000 25,006, 000 3,484,000 70,833,000 
CGst Gt DIOdHOtS SOlG ee eae Gk dad «alae 40,979,000 24,954,000 3,489, 000 69, 422,000 
RUSS TOE LOSE ss pian earn cs ee 1,364,000 52,000 (5,000) 1,411,000 

Expense— 

PIOTROO Mate sc, ack eeeeak muttenven tt 1,000,000 1,644,000 46,000 2,690,000 
Kreight and handling... ........:... 889 , 000 386 , 000 9,000 1,284,000 
1,889,000 2,030,000 55,000 3,974,000 
[SSSR CR ED RE a 4 ee ee a $ 525,000 $ 1,978,000 §$ 60,000 2,563,000 
Tir OrewUnOnns) 123s, Vote. Ck vee Cones t, iod . Pletal. «ee Dc wink ek 3,179,000 
ate eaes GLUOMIEZ EI DTOUUCUN Ts © Lyike c 6k cs kale 6a be BEE cw CORD URN RY ae bie gig 5,742,000 
Deduct: Profit on sales ($1,990,000) of imported butter. .......... 0.6. cece cece eee 801,000 
$ 4,941,000 


The administration expense of $883,000 includes $438,000 for the estimated value 
of services provided without charge by the Department of Agriculture and the Depart- 
ment of Supply and Services. We reiterate the recommendation made in our 1968 Report 
(paragraph 271) that provision for the cost of these services be made in the Canadian 
Dairy Commission vote for Administration, Operation and Maintenance so that the 
total cost of administering the dairy price support program will be assembled in one vote. 


268. Canadian Film Development Corporation. This Corporation, established by 
the Canadian Film Development Corporation Act, 1966-67, c.78, consists of six members 
appointed by the Governor in Council, and the person holding the office of Government 
Film Commissioner. Its objects are to foster and promote the development of a feature 


- film industry in Canada, for which purpose the Act appropriated $10 million to be 


paid out of the Consolidated Revenue Fund from time to time as required. The head 
office of the Corporation is in Montreal. 
Payments from the appropriation in 1968-69, the first year of operations for the 


Corporation, amounted to $572,000 comprising $205,000 for operating purposes, and 
$367,000 for investment in Canadian feature film productions. Amounts paid out as 
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investments in, or loans to producers of, Canadian feature film productions are charged 
to the Canadian Film Development Advance Account to which all receipts from such 
loans and investments are credited. These receipts are available for reinvestment. 


The Crown’s equity in the Corporation at March 31, 1969 was $369,000 represented 
by investments in Canadian feature film productions, $367,000, the net book value of 
capital assets, $10,000, and other assets, $1,000; offset by accounts payable of $9,000. 


The following is a summary of the Corporation’s expense for the year ended March 
31, 1969: 


Administration— 
Salaries and fees of executive officers and Members..............0000 eee $ 34,000 
Other'salaries and employee Denelite ss ¢ ¢ fides ee ded coe CA eee 19,000 
Rent, leasehold improvements and taxeS......... cece cece eee e eee eees 13,000 
tall ANC WreMIOOIS Cravel sl. fc cee ore sc eee eee TR. sina se wiw ene 12,000 
Advisory fees, including expenses... {Rice ete cae oul ae oe eats 11,000 
Accounting and legal fees, including expenses... .......... 2c cece eeeeee 4,000 
OLD OE eine tee ate tiles Sikes ake et unten ealate hele es oetencuie titel nate heer 8,000 
iy $ 101,000 
Awards for outstanding accomplishments in the production of Canadian feature 
GIS tien gat bteee Sumale ee One ows Ca De CPOE ETO: balk Sea es Le ee ee ee 100,000 
BIOTOOUL ION secrete or nau ds Gis, Wiehe ce 4k Sis BR Oh tele Take ater oe ae ae Tak ee ae 2,000 
BE OCGL OS DCN RE 2 8he kui! & 5 Wk ae ductile oN die cure TRO Seceere aT. Save oe oie tata PRI Yes ee Oe ee $ 203 ,000 
Total expense provided for by— 
EALUIOOLY SDDLODULIALTON sh a hat tata ites claret atatet aha i tetatet oh netel cst cit rats ee Oe $ 192,000 
MEPL OCIAGLOTN Goin (o\/2:08 Yeasco ok Maha oAs SLR ETRE Sin Se MTeE ot 7A Ga ce oe ee 2,000 
194,000 
Balance to be recovered from statutory appropriation... ........ cece eee ee eee fe eke 9,000 
$ 203,000 


269. Canadian Livestock Feed Board. This Board, established by the Livestock 
Feed Assistance Act, 1966-67, c.62, consists of four members appointed by the Governor 
in Council. The objects of the Board are to ensure the availability of feed grain to meet 
the needs of livestock feeders, the availability of adequate storage space in Hastern 
Canada for feed grain, and the maintenance of reasonable stability in, and fair equaliza- 
tion of, feed grain prices in Eastern Canada and British Columbia. 


The following is a summary of the expense of the Board for the past two years: 


Year ended March 31 


1969 1968 


Assistance on feed grains— 
HET a Acts Seti rs la a ale se ee al ei te IA a | oa 8 $ 17,997,000 $ 21,339,000 
Storagei say. Ad. MAL. Pad. POSE Ce a. A — 89,000 


17 ,997 ,000 21,428,000 
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Year ended March 31 


1969 1968 


Administration— 
pararies and employes. behets 01) P0090 4 LG A $ 158,000 $ 95,000 
Accounting and cheque issue serviceS..........-....0ceeeeeuee 50,000 50,000 
PC OAIVIMIAULOUS cr ia CEN ae a we ces ck PRC REN Oe ee 20,000 20,000 
Prolessinnalannd: sperial Servicesys). 0007: ..)<.'. -wswatlits ales ale 19,000 2,000 
PAV CONG TOMGVALS: Vere) otk oh ww, boca kek aa ee lle the baal 19,000 17,000 
SIStIOnery GU ONCE BUDD NCS ooh a. ot! . crouse aneeleb « aeombc dees ate 13,000 8, 000 
elppnoce aicelogmipi: Arias) Maly .o5 sO le eee ote eiag oss 10,000 5,000 
CUS re ee ce eres oe TS ee. Ae 9,000 31,000 
298 , 000 228 , 000 
BEN Ee, ee ee Ae a eee a ee oo eee | $ 18,295,000 $ 21,656,000 
Total expense provided for by— 
PerioultUrery Gtes OU MG Gorrie} tls Lin 2154). «eae aes ee $ 18,221,000 
Forestry and Rural Development Votes 40 and 45.............. $ 21,582,000 
Government departments which provided certain major services 


ECE OAT! Oh FIN tei oo a od ig er eee eran 74,000 74,000 


$ 18,295,000 $ 21,656,000 


— 


The major services provided without charge were employee benefits by the Treasury 
Board, accounting and cheque issue services by the Department of Supply and Services, 
and accommodation by the Department of Public Works. It is the general policy that 
Crown corporations pay for these services and provision should be made for these costs 
in the appropriation for the administration and operation expenses of the Board. 


The increase of $63,000 in salaries and employee benefits includes an increase 
of $22,000 for salaries and fees paid to Board members. There was also an increase in 
the number of employees, from 12 at March 31, 1968 to 15 at March 31, 1969. Profes- 
sional and special services increased by $17,000 due mainly to a special study performed 
by the Agricultural Economics Research Council of Canada on “Benefits and Burdens 
of Feed Transportation Policy”. These increases were offset by decreases of $11,000 for 
the acquisition of office equipment and furnishings and $10,000 in advertising and 
publicity, for which there was no expenditure in 1968-69. 


270. Canadian National (West Indies) Steamships, Limited. The operations of this 
Company ceased in 1958 on the sale of its fleet of eight vessels to Cuban interests. 


The Crown’s equity in the Company at December 31, 1968 was $556,000 represented 
by cash, $5,000, a deposit with the Receiver General, $95,000, and a final instalment 
of $470,000 receivable under an agreement of sale, less a liability of $14,000 in respect 
of unclaimed matured bonds. 


The balance receivable under the agreement of sale represents the final instalment 
due August 19, 1963 under the terms of a letter of credit confirmed by the Bank of 
America. Payment continues to be prohibited by the Cuban Assets Control Regulations 
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of the United States of America dated July 8, 1963, despite continuing efforts of 
management to obtain release of the funds. 


As the only remaining function of the Company is the collection of this final 
instalment under the agreement of sale, consideration should be given to the transfer 
of this account to the Crown and the surrender of the Company’s charter. 


271. Canadian Overseas Telecommunication Corporation. This Corporation was 
constituted in 1949 by the Canadian Overseas Telecommunication Corporation Act, 
R.S., c.42, to establish, maintain and operate external telecommunication services gen- 
erally and to co-ordinate Canada’s external telecommunication services with those of 
other nations. 


The Crown’s equity in the Corporation was $78,401,000 at March 31, 1969 com- 
prising advances of $49,348,000 and a surplus of $29,058,000. 


The capital requirements of the Corporation are financed in part by loans provided 
by parliamentary appropriations, with the balance being met from accumulated earnings. 
The Corporation did not require any advances during the year and repaid $3,040,000 
on advances received in prior years. Additions to capital assets amounted to $9,011,000 © 
and at March 31, 1969 the estimated cost of completing approved capital projects was 
$19,172,000 of which $14,257,000 relates to the year ending March 31, 1970. 


The following is a summary of income and expense of the Corporation for the past 
two years: 
Year ended March 31 


1969 1968 


Income— 
Telegraph, telephone, telex, circuit rentals, satellite, etc.......... $ 30,500,000 $ 24,502,000 
Expense— 
Salaries, wages and employee benefits......................00. 6,381,000 6,008 , 000 
MOTTO CIRC i Be Nh MR ee Rn ee en Se! ee 6,772,000 5,892,000 
THental Of circuits GtCy. ek, PETES As eo eT Oe eG Ore Be ee eT ee eee 2,993 , 000 2,621,000 
TANCE PESO. thy ates ea Os Wnty Ae ancient tei eek oh Rees BO 2,573,000 2,433 , 000 
Maintenance and repairs—plant and equipment................ 1,954,000 1,073,000 
OUNGP eect cee ees rete ee a ne eee Nee eres mee 863 , 000 730,000 
21,536,000 18,757,000 
Estimated amount recoverable from Commonwealth Network.... 3,024,000 2,216,000 
18,512,000 16,541,000 
Profit, befate income taxes a ae eo ee eae ea ee ey 11,988,000 7,961,000 
PYOVIGION LOP JNCOME TAX « oss 4 get ee Sa eee oe ree eee ee 6,195,000 3,970,000 
NOU RTOLEY OF), FEO Biers os caw bene oe em hee eae eon cian $ 5,793,000 $ 3,991,000 


The increase of $5,998,000 in income is largely accounted for by increases of 
$1,985,000 in telephone revenue, $1,968,000 in telex revenue and $759,000 in revenue 
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from the satellite system and earth station which went into operation in the previous 
year. 


Expense increased by $2,779,000 while the estimated portion recoverable from the 
Commonwealth Network increased by $808,000, resulting in an increase of $1,971,000 
in the expense charged to operations. Of this amount $880,000 related to depreciation, 
due to the increased investment in capital assets, and $881,000 to maintenance and 
repairs of plant and equipment, due mainly to an increase of $656,000 in the charter-hire 
costs of the Icebreaker/Cable repair ship “John Cabot”. 


272. Canadian Patents and Development Limited. Section 17 of the National Re- 
search Council Act, R.S., c.239, provides for the incorporation of one or more companies 
by the National Research Council of Canada for the purpose of exercising certain of the 
powers conferred upon the Council. Under this authority Canadian Patents and De- 
velopment Limited was incorporated in 1947 under the Canada Corporations Act, 
R.S., c.53, for the purpose of making available to industry, through licensing arrange- 
ments, the inventions and new processes developed by the Council. The services of the 
Company, which is located in Ottawa, are also available to government departments, 
publicly supported institutions and universities. 


At March 31, 1969 the Crown’s equity in the Company was $1,054,000, comprising 
capital stock of $296,000 and surplus of $758,000. 
The following is a summary of the results of the Company’s operations for the past 
two years: 
Year ended March 31 


1969 1968 
Income— 
PROV Aitiose iCeDeIne 160s, OUCsyr reat ec nib Oh Ac ide tes ek at, wae Ree ied, 3 Gow a $ 378,000 $ 368,000 
Less: Costs of licensing rights and related technical assistance, etc....... 82,000 57,000 
296 , 000 311,000 
LBSER ULE yeh. Sue ROLLS 70.) . RO Eee CHL ete oes 4d 83 ,000 75,000 
379,000 386 , 000 
Expense— 
PAIATIO€’ Sux, wet. Cee tem. tol, fis. ee eee. Mere CUE tay oe f 222,000 188,000 
PROMOwOn ANG Gey elopmeny ss eis pM eeerans FEA | LE oA ARS 191,000 124,000 
Patent attorneys’ fees and other patenting costs.................0000- 76,000 84,000 
PO er ets ki eel So Ar ks See het ae ee Seer eee, TE. 6 ots oo 24,000 — 
NEC CN ITTY OE UOLG eo Airc ins k t LUR RERRTRC A Le Aslan te ua Sas 16,000 16,000 
Office stationery, supplies, equipment and furnishings................ 14,000 3,000 
Services provided by National Research Council of Canada............ 10,000 20,000 
TS: gedit tea nee ce aeiy, | abian ee M tI hla At dole so An Ene AE cbr tu te arsenate RO 13,000 10,000 
566 , 000 445 ,000 


INBG LOSS Pee Oe ed ee a wih ren ae ha mae ee AM earu renee Aes $ 187,000 $ 59,000 
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The increase in the costs of licensing rights and related technical assistance was 
mainly due to increases in royalties payable under agreements with universities. 


The increase in salaries is due mainly to salary revisions and to an increase in staff 
from 22 to 24. 


The increase in promotion and development expense is mainly due to the accelera- 
tion of the Company’s program of assistance to licensees in the development, and in 
some cases pre-production, of inventions. 


The increases in rent, and in the cost of office stationery, supplies, equipment and 
furnishings, offset by a decrease in the cost of services provided by the National Research 
Council of Canada, were mainly attributable to the move to new office accommodation 
in October 1968. 


273. Centennial Commission. The Centennial Commission was established by the 
Centennial of Canadian Confederation Act, 1960-61, c.60, to promote interest in, and to 
plan and implement programs and projects relating to, the Centennial of Confederation 
in Canada. The Commission consisted of a commissioner, an associate commissioner and 
twelve directors, all appointed by the Governor in Council. Pursuant to Secretary of 
State Vote 1c, Appropriation Act No. 1, 1968, 1967-68, c.34, the Commission ceased to 
exist on April 1, 1968; all rights and property, and all obligations and liabilities of the 
Commission existing before that day were directed to continue as the rights, property, 
obligations and liabilities of the Crown; and the Secretary of State was authorized to 
close out the affairs of the Commission. 


The Centennial of Confederation Fund, established under section 10 of the Act, 
had a balance of $7,254,000 at April 1, 1968. During the year $4,870,000 granted to 
provinces for approved projects was charged to the Fund, leaving a balance of $2,384,000 
at March 31, 1969. 


At March 31, 1969 there were outstanding commitments amounting to $117,000 
under the Confederation Memorial Program in respect of uncompleted memorial proj- 
ects in the Province of Quebec and the Northwest Territories, and $1,766,000 under the 
Centennial Projects Program in respect of projects of ‘a lasting nature initiated by 
municipalities or local agencies and approved by provincial authorities. The balance of 
$2,384,000 in the Centennial of Confederation Fund was available to the Secretary of 
State to meet these commitments. In addition, liabilities amounting to an estimated 
$18,000 were outstanding at March 31, 1969 in respect of programs and projects of | 
national significance for which parliamentary appropriation will be required to provide | 


the necessary funds. 
| | 

The following is a summary of expenditure for the year ended March 31, 1969. 
towards the closing out of the affairs of the Centennial Commission with comparable 
figures for the year ended March 31, 1968 and cumulative figures from the establishment 


of the Commission on September 29, 1961: 
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Cumulative 
Year ended March 31 to 
—_—_—_—____——_- March 31, 
1969 1968 1969 
Grants to provinces for approved projects of a lasting 
11 9 eg ie we lad I g's Mia te UT ake $ 4,870,000 $ 10,696,000 $ 39,851,000 
Programs and projects of national significance...... 137,000 13,370,000 37 , 826,000 
Administration expense— 
Salaries and employee benefits................ 29,000 1,734,000 4,867,000 
PRODI, OISDIGVSANG TINS. . 5 642455 coe e's sales 1,000 1,221,000 3,005,000 
Professional and special services.............. 1,000 930,000 2,247,000 
AVON es a en EM ees Cv aye Le rae iy cate sk a 1,000 181,000 635,000 
Informational programs and publications....... — 101,000 400,000 
Stationery, supplies and office equipment...... 3,000 99,000 382 , 000 
TOCA TIONG ee Gc tire inl Riven p Me ha 3,000 107,000 345 , 000 
Teeonone 40d telegraplts ss ccc tac sek eee es 4,000 151,000 325, 000 
COTMAR MONA Titr. Pict ee OA ee ORG ay ok wo duels — 273 , 000 751,000 
42 ,000 4,797 ,000 12 ,957 ,000 
Total expenditure....... OTs. te: 254 Ae aie 04% $ 5,049,000 $ 28,863,000 $ 90,634,000 
Total expenditure provided for by— 
Centennial of Confederation Fund............ $ 4,870,000 $ 10,696,000 $ 39,851,000 
mecreinry Of otate VOtRLD. aes fede cg es nis 179,000 17 , 982,000 50 , 267,000 
Government departments which provided ac- 
commodation and accounting services with- 
Out Cure dice). Wee). SAR. 0. Be _ 185,000 516,000 
$ 5,049,000 $ 28,863,000 $ 90,634,000 


The main expenditures on ‘Programs and projects of national significance” in 
1968-69 were incurred in respect of: Publications Assistance, $77,000 (including $72,000 
for the souvenir album “Canada ’67”); Confederation Train and Caravans, $28,000 
(including $7,000 for promotion) ; National Capital, $10,000; and Performing Arts, $5,000. 


274. Crown Assets Disposal Corporation. This Corporation was established in 1944 
by the Surplus Crown Assets Act, R.S., c.260. With certain specified exceptions, the 
Corporation is responsible for the disposal of the surplus assets of all government depart- 
ments and most of the Crown corporations and agencies. The Corporation has entered 
into agreements with Britain and the United States whereby it also disposes of surplus 
property held by them in Canada. The Corporation has its head office in Ottawa and 
regional sales offices in a number of cities across Canada. 


As has been the case for a number of years, the Corporation was authorized for the 
1968-69 year to retain 4% of the net proceeds of sales of lands and buildings and 10% 
of the net proceeds of all other sales to meet its administrative and other expenses. 
A summary of the Corporation’s income and expense for the year with comparable figures 
for the preceding year follows: 
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Year ended March 31 


1969 
Income— 
Portion retainable by the Corporation from net sales, and other 
INCOME GATRECaine Zp. SA REY se ke Be ea et das woke ee $ 1,122,000 
Expense— 
Silarieys. |. ucchauiatee eunaeee ghee Gots eye ate ee a ReneS 779,000 
TG OlOy Ce. DETICH Gs ../c50 7 aos testi eo xiteet ok cet cnt as untatae ee enna eee ee 71,000 
RO UR he GA) Nanaia tes OF AO ee ero Glee My oa, Sore Soe eae 64,000 
‘helénbone, telegrams.and postage. oo. i... oie elu ee ee ea 49 ,000 
Prive svationery ane Once SUpDHes< 0s 0h acs) toe cee 48 ,000 
SE AV it as,3:) Boas ok as ARRON Soe Us ERENT) 2 her See I ee 31,000 
WAL AsDLOCESSING Se. ag oS ea Ma ee ae a a ee Oe ee Re 15,000 
QOimcefurmiiure and equipment... 02... cs oh ee en 14,000 
CTE R AMS, VEEP RE ous? ccatriovs & RR aul a le hee ek ene 18,000 
1,089,000 
Eixcese. of 4nCOme,OVeR EXPENSE autem seu ae ha RRA oe Oe $ 33,000 


1968 


$ 1,181,000 


719,000 
61,000 
59,000 
40,000 
41,000 
27,000 
15,000 
14,000 
13,000 


989, 000 


$ 192,000 


The $59,000 decrease in income was due mainly to a reduction in commodity sales. 
The $100,000 increase in expense resulted mainly from increased salaries. 


Pursuant to section 81 of the Financial Administration Act, the Corporation was 
directed to pay to the Receiver General, as of March 31, 1959 and from time to time 
thereafter, but at intervals of not longer than six months, all of its surplus in excess of 
$100,000. Consequently, the $33,000 excess of income over expense for the year was 
paid to the Receiver General, leaving the surplus unchanged at $100,000. 


The equity of the Crown in the Corporation’s Agency Account at March 31, 1969 
was $7,761,000, compared with $7,257,000 at the end of the preceding year, largely 
represented by $7,455,000 receivable under long-term interest-bearing sales agreements. 


The transactions in the Agency Account during the year, compared with the pre- 


ceding year, are summarized as follows: 


Year ended March 31 


1969 
Sales made on behalf of— 
Canada f 7 7 oct Sr, AM Sees Silk BME MAE mee, we Pe AAD, Shale $ 14,346,000 
Oinereih (eee. AE, , eaten ce ha aber . Mcgiced auellacemetten. 4 492,000 
14,838 ,000 
Tiber estaiGed), sce de to LRP Rd MENS Ae, AD SL OE gene Ss aR te 401,000 
15,239,000 
Less: Direct costs relating tepaales ic Ve IMR oh ec ee LE 110,000 
15,129,000 
Add: Reduction of prior years’ provision for doubtful account... .... — 
15,129,000 


1968 


$ 14,114,000 
301,000 


14,415 ,000 
375,000 


14,790,000 


20,000 


14,770,000 


3,000 


14,773,000 
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Year ended March 31 


1969 1968 


Deduct: 
Portion retainable by the Corporation from net sales.......... $ 1,120,000 $ 1,181,000 
Remittances to the Receiver General.................0..0005. 13,041,000 13,362,000 
CUO ceS ad terete: hit ie A . GREE a eee Renee eee eee Sm iepeer Pr Ae, keener 388 , 000 275,000 
PIs MIOy DIT DELOK VOars SAlOS oly. 5 i4.4.4 3. curs eae ottp a pean hios 15,000 — 
14,564,000 14,818,000 
Increase (decrease) in equity— 
Cansaaie (nape wir aE Chee. memoirs: deere 504,000 (41,000) 


OES We i Ba a he Ni Ritts Vs hs! ly vidoe avec RMU 61,000 ( 4,000) 


$ 565,000 $ (45,000) 


The increase of $423,000 in sales comprises an increase of $1,657,000 in sales of 
lands and buildings and a decrease of $1,234,000 in other sales. One exceptionally large 
sale of lands and buildings during the year in the amount of $1,923,000 had no counter- 
part in the preceding year. 

During the year the Corporation completed the revision of its sales procedures as 
recommended by the Public Accounts Committee in its Seventh Report 1964-65. 


275. Defence Construction (1951) Limited. This Company was incorporated in 1951 
under the Canada Corporations Act, R.S., c.58, pursuant to the authority in section 7 
of the Defence Production Act, R.S., c.62. 


The Company is responsible for awarding and supervising contracts for defence 
construction projects and may assist civilian agencies of the Government. Funds to finance 
projects are provided by the departments concerned, or by the United States Govern- 
ment for defence projects in Canada undertaken on its behalf. Expenditures on defence 
construction projects approved by the Company for payment by the Department of 
National Defence and by the United States Government decreased from $23 million 
in 1967-68 to $22 million in 1968-69. 


The following is a summary of expense and income for the past two years: 
Year ended March 31 


1969 1968 


Expense— 
PAaies ANG IVINS ALLOWANCES a6). uiee et eee PA eke ag Sa wae wh $ 3,431,000 $ 3,310,000 
TiMpOy eeroenolita wy Ad ne... 425... PORE TE. BOP, OAS 264 , 000 245 ,000 
raved FOMOVAl . av aera. see eed cee. aedeers see aes 180,000 185,000 
BE ON ee ee eee ee ee ee ee ere ere, yee 280 ,000 308 , 000 
4,155,000 4,048,000 

Income— 
Reimbursement for engineering and administrative services, etc..... 1,823,000 1,770,000 


DORs 1 a ee ee ee a ee ne ae ee eee a $ 2,332,000 $ 2,278,000 
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Year ended March 31 


1969 1968 


Net expense provided for by— 
National @Defencé Vote 55.33... ee ei ek RC eee $ 2,295,000 $ 2,230,000 
Government departments which provided major services without 
GHATZS.. ; AMAL 2G © .us can ee Reteeocmaketeeeageen ei ei 37,000 48 ,000 


$ 2,332,000 $ 2,278,000 


The only significant increase in expense relates to higher salary rates which more 
than offset savings resulting from a staff decrease of 12 employees. 


276. Eldorado Aviation Limited. This Company was incorporated in 1953 under 
the Canada Corporations Act, R.S., c.63, and is a wholly-owned subsidiary of Eldorado 
Nuclear Limited. Operating from headquarters in Edmonton, Alta., it provides air trans- 
portation services mainly for its parent company and Northern Transportation Com- 
pany Limited, another wholly-owned subsidiary of Eldorado Nuclear Limited. These 
two companies share the cost of operations of Eldorado Aviation Limited on a “cost 
per ton-mile”’ basis. 


The equity of Eldorado Nuclear Limited in the Company at December 31, 1968 
comprised capital stock of $28,000 and surplus of $254,000. 


The following is a summary of the net expense of the Company for the past two 
years: 


Year ended December 31 
1968 1967 

Salaries, wages and employee benefits............... 00 cece cence eens $ 303,000 $ 266,000 
Bilrvoliog | 7. hati vila (aL Bh-p olin numtelan > bale De odes oh pa We ako Oil ae ee eee 188 ,000 181,000 
PAOD DIES cine. ikl oe, ethene tnd Maa AP) Meal erect A Da”), « ea ackin va: 5.2 Sweet eae 168 , 000 124,000 
EHangar'ex pense; . 4A, BAe ET SES a. Aa 103 ,000 55,000 
PIEBTOOEA IOI ais hor 4k ok ik ely c eau Sor ee te 45,000 30,000 
LOOT ARBE ho oe R/S Ud weil. x a Mapetonien cae SanEEe Bet ae ae eta cee eyes Ane mE oe 30,000 26 ,000 
8 A 6c) See ROO MAE UNE CMMI OIN A REE, Senge opin are Eee Ee Tae), Pipe me 37,000 23 ,000 
874,000 705 ,000 

Miscellaneous dnctineiees! 0 6) iit nee bE tn bo w, Say pane we een ee 89 ,000 37,000 
Wet Gxnenee as ck nc, een Sok ia cle tae ae Sg es ee a $ 785,000 $ 668,000 


The increase of $37,000 in salaries, wages and employee benefits was due to 
general increases in salary and wage rates and to an increase in the number of em- 
ployees from 32 to 34. The increase in repairs, $44,000, was due to the increased activity 
of the Company and the greater number of engine overhauls during the year. Hangar 
expense increased by $48,000 due mainly to the increased rental for hangar No. 11 in 
Edmonton. Miscellaneous income increased by $52,000, due mainly to an increase in the 
time that Company aircraft were leased to private operators. 
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, The net expense for the year was recovered by the Company from Eldorado 
| Nuclear Limited and from Northern Transportation Company Limited in the amounts 
of $659,000 and $126,000. 


| 277. Eldorado Nuclear Limited. This Company, formerly known as Eldorado 
Mining and Refining Limited, was incorporated in 1945 under the Canada Corporations 
Act, &.S., c.68, following expropriation in 1944 of the shares of a privately-owned 
company. The principal functions of the Company are to produce, refine, procure and sell 
uranium and allied products and to produce the zirconium metal which is used in nuclear 
power plants. The head office of the Company and the Research and Development 
Division are in Ottawa, the Beaverlodge mine is near Uranium City, Sask., and the 


refinery, the zirconium plant and administrative offices are in Port Hope, Ont. 


| The equity of the Crown in the Company at December 31, 1968 amounted to 
$52,211,000, comprising capital stock of $6,586,000 and surplus of $45,625,000. 


The following is a summary of income and expense for the past two years: 


Year ended December 31 


1968 1967 
Income— 
Come ent hse em hee eT Cty ee SNe A ORR NG $ 1,451,000 $ 14,556,000 
Expense— 
P7asu Or NEOCUCtE ANU. SETVICES. GOI cn). « s sccck onl) engine walk tas eh ens 1,117,000 13,324,000 
ClCH UNe TRSGATOL 2 Co, CO, EM LN Ph ete ee oe Die «Estee, 590,000 683 ,000 
PRUIDISPAUOTE rites. Saree sides 7. RCRYED ERED: OS ee i ee 380 , 000 403 ,000 
UN ey UNE) ge OE Ve Bes Bee EERE ORES Le ee Pea Ver COO a eek eer 187 ,000 223 ,000 
etree IDI wy nate teh oa ad onl hata erating dda y 125,000 351,000 
2,399,000 14,984,000 
PG ee TEE OCCA IONE aie cs. on 4 a eee ache ease aan. Cavan ate CR eae * 948 ,000 428 ,000 
Interest and other non-operating income (net).................000505 1,127,000 698 , 000 
De COR eee Rear Pee nck Cree eights ae eae ole MERI Geir Len $ 179,000 $ 270,000 


The provision for depreciation in 1968 amounted to $846,000 and in 1967 to 
$630,000. 


The reduction of $13,105,000 in income from sales is due mainly to the absence 
of any sales of concentrates. In the previous year 2,201,000 pounds of concentrates 
were sold for $12,761,000. 


The Company’s Beaverlodge mine produced 2,002,000 pounds of uranium con- 
centrates, compared with 2,003,000 pounds in 1967, all of which remained in inventory 
at the year-end. 


The increase of $429,000 in interest and other non-operating income is largely due 
to the arrangements made for the early liquidation of a deferred account receivable 
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under which the Company was immediately provided with $18,000,000, part of which 
was temporarily invested in bank deposit receipts. 


The Governor in Council granted authority in 1963 and 1965 for the entry into 
contracts between Canada, represented by the Company, and certain other uranium 
producers for the purchase of uranium concentrates for stockpiling by Canada. At De- 
cember 31, 1968 the Company was the custodian of uranium concentrates thus acquired 
at a total cost of $82,414,000. Funds for the acquisition of these concentrates were pro- 
vided by parliamentary appropriations and accordingly their cost was not included in the 
accounts of the Company. 


Capital assets of the Company increased by a net amount of $13.9 million compared 
with $1.7 million in the previous year. Major expenditures during the year included 
$7.4 million for the zirconium plant, $2.9 million for the Wellington Lake hydro plant 
and $800,000 for the uranium hexafluoride plant. The expenditures were met from 
accumulated earnings. 


No provision for income tax has been required for the past three years, the Company 
having no taxable income because of amounts claimed as allowances for scientific re- 
search, capital cost and depletion. 


278. Export Credits Insurance Corporation. This Corporation was established in 
1944 by the Export Credits Insurance Act, R.S., c.105, to provide insurance to Canadian 
exporters against the risk of non-payment by foreign buyers. The Corporation, which 
has its head office in Ottawa and branches in Montreal, Toronto, and Vancouver, is in- 
tended to operate on a self-sustaining basis from premiums charged on contracts of 
insurance. However, section 21 of the Act provides that, where the Corporation is of 
the opinion that a proposed contract of insurance will impose upon it a lability for a 
term or in an amount in excess of that which the Corporation would normally under- 
take, the Governor in Council may authorize the Corporation to enter into the proposed 
contract. In the event of a loss under section 21 (there has been none) the moneys re- 
quired to discharge the liability would be paid from the Consolidated Revenue Fund up 
to a limit of $600 million. 


In order to further promote Canadian exports, an amendment to the Act in 1959 
introduced section 21a which permits the Corporation, with the authority of the Gov- 
ernor in Council, to provide long-term financing for export sales of capital goods and 
services. Funds for this purpose are provided out of the Consolidated Revenue Fund up 
to a limit of $500 million. 


The Crown’s equity in the Corporation at December 31, 1968 was $241,449,000 
consisting of share capital of $5,000,000, capital surplus of $5,000,000, an underwriting 
reserve of $6,000,000, earned surplus of $4,271,000, and advances and accrued interest 
totalling $221,178,000 in respect of long-term financing of sales agreements under sec- 
tion 214 of the Act. 


: 
: 
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The underwriting reserve, established to provide for losses on contracts of insurance 
entered into on the Corporation’s own account, remained unchanged at $6 million. At 
December 31, 1968 the reserve amounted to 3.1% of the Corporation’s liabilities under 
these contracts compared with 3.6% of the corresponding liabilities at the end of the 
preceding year and 4.3% at the end of 1966. 


Export sales insured by 'the Corporation on its own account during 1968 totalled 
$247 million compared with $214 million in 1967. Export sales insured under section 21 
of the Act totalled $94 million compared with $24 million in 1967. At December 31, 
1968 the liability of the Corporation for contracts of insurance totalled $402 million of 
which $194 million was for contracts entered into on: its own account and $208 million 
was for contracts entered into under section 21 of the Act. Premiums and guarantee 
fees earned on risks insured on the Corporation’s own account amounted to $932,000 
compared with $762,000 in 1967. Premiums earned in respect of contracts entered into 
under section 21 of the Act are paid to the Receiver General after deducting a portion 
sufficient to cover expenses and overhead applicable to the administration of these 
policies. These deductions amounted to $93,000 compared with $138,000 in 1967. 


At December 31, 1968, after eight years of operations in the field of direct long- 
term financing of export sales under section 214 of the Act, the Corporation had entered 
into agreements totalling $408 million. A total of $300 million had been disbursed of 
which $78 million had been repaid, leaving a balance of $222 million compared with 
$190 million at December 31, 1967. The Corporation’s portion of interest and guarantee 
fees earned in respect of long-term financing agreements amounted ‘to $430,000 in the 
year compared with $325,000 in the previous year. Notes for $5 million which mature 
within one year were held for the account of Export Finance Corporation of Canada, 
Ltd., (owned by the Canadian chartered banks) to whom they had been sold. How- 
ever, as the notes are unconditionally guaranteed by the Corporation, it continues to ne 
responsible for the collection of the principal and interest. 


The following is a summary of operations for the past two years: 
Year ended December 31 


1968 1967 

Income— 

Piemidins, foes and interest earned wc occ 5 be ae eae Sa Gy Se $ 1,455,000 $ 1,225,000 
EXxpense— 

Salariesiand employee benefits aruluew. wey . 80. A, Say A 785 , 000 653 , 000 

PTO CaO Gu LCOt Mia NY Rae ad eis Sa areas bd cabelas aa 78,000 2,000 

ee ee NE es yc Ae a At ey Cl Ee a tg Sg eA w waded 77,000 64,000 

piatboneny, sprinting ancomces. JEG Wa! BE. . fe ei 58 , 000 52,000 

be i Be 7h RST, One 2 ee, SRE se eee SAO PEPE ME 48 ,000 43 ,000 

PESTER Tet TET NERY Ege SE Ie oP CERNE iets One ee 37,000 27 ,000 

Manisterial mission to‘Latin Ameritas? es eV 2659... eS 25,000 — 

thee Al m Sein, epee eh were col & dot. weld. vupacteee cht ino « sent’! 90 ,000 85,000 

1,198,000 926 ,000 


Opec hy ie eT hes 01: eee Oa eee CNR ees ee oe ee: . Sonne 2 aaeaeTm 257 ,000 299 ,000 
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Year ended December 31 


1968 1967 
Policyholders’ claims— 
PAYVINIGIIS wis ccs», fC daa siete ss raleuetates ye uod @ Se ated: oh Or bet anie $ 886,000 $ 1,708,000 
FRECOVBPIOR Ss sa issu argv elo 5 Sms Gat S Ve ce Poe teers ee eee ne Tee 738 , 000 256 , 000 
148,000 1,452,000 
Excess of operating income over policyholders’ claims................. 109 ,000 (1,153,000) 
Interest ou investments?’ (70 Ce a Pa eee ie eee, aed: 318,000 286 , 000 
Hixcess of income over expense iui. Hy. 7 lik eto aieeedins $ 427,000 $ (867,000) 


The increase of $272,000 in expense resulted mainly from an increase of $124,000 in 
salaries, of which approximately $61,000 was due to staff increases and $63,000 to salary 
increases; a payment of $60,000 to a management consulting firm for an investigation 
and report on the operations of a foreign firm which had been experiencing financial 
difficulties in meeting its loan instalment payments to the Corporation; and an expend- 
iture of $25,000 for the Corporation’s cost of participating in the Canadian Government’s 
Ministerial mission to Latin America. 


The following is a summary of transactions in respect of claims paid to policyholders: 


Balance Claims Amounts Written Balance 
Type of claim Jan. 1, 1968 paid recovered off Dec. 31, 1968 
INSOLVENCY 40. G neh eee ee oo $ 230,000 $ 32,000 $ 43,000 $ 387,000 $ 182,000 
MGR ANG i agelae chad ae sae 615,000 846 ,000 510,000 72,000 879 ,000 
Exchange transfer............ 1,597,000 8,000 185,000 (4,000) 1,424,000 
OOF TEs ttn. Seder eee Rate 12,000 — — — 12,000 


ee 


$ 2,454,000 $ 886,000 $ 738,000 $ 105,000 $ 2,497,000 


The Corporation anticipates substantial recoveries from the outstanding claims of 
$2,497,000 and the amounts recovered will be recorded as income in the year in which 
the recoveries are effected. 


The Export Development Act, 1968-69, c.39, establishing the Export Development 
Corporation as successor to the Export Credits Insurance Corporation, was proclaimed 
in force on October 1, 1969. On that date all property, rights, obligations and liabilities 
of the Export Credits Insurance Corporation became those of the Export Development 
Corporation. 


279. Farm Credit Corporation. This Corporation was established in 1959 by the 
Farm Credit Act, 1959, c:48, to make, administer and supervise long-term mortgage 
loans to farmers. The Corporation also administers the Farm Machinery Syndicates 
Credit Act, 1964-65, c.29, which authorizes the making of loans to qualified syndicates 
of three or more farmers for the purchase of farm machinery for their co-operative use. 
The head office of the Corporation is in Ottawa and there are seven provincial branch 
and 127 field offices, including the offices of 30 district supervisors. 
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The Crown’s equity in the Corporation at March 31, 1969 was $1,079,130,000 
comprising: capital, $40,300,000; loans from Canada, $1,009,622,000 (of which $3,376,- 
000 was in respect of the Farm Machinery Syndicates Credit Act); accrued interest 
on loans from Canada, $27,983,000; a reserve for losses under the Farm Credit Act, 
$1,217,000; and retained earnings from operations under the Farm Machinery Syndicates 
Credit Act, $8,000. 


During the year, 9,117 loans amounting to $205,341,000 were made under the 
Farm Credit Act compared with 11,559 loans totalling $251,228,000 in the previous 
year. Repayments of principal amounted to $85,029,000. Loans outstanding at March 
31, 1969, with accrued interest, amounted to $1,071,104,000 compared with $944,418,000 
at March 31, 1968. 


The following is a summary of the income and expense of the Corporation under 
the Farm Credit Act for the past two years: 


Year ended March 31 


1969 1968 


Income— 
LEE sya) 18, paleo Seaemay Saar ard Gets ML Biren sha: tots uc shag te $ 51,304,000 $ 43,202,000 
Deduct: Interest on loans from Canada............2cs eee eeees 52,130,000 41,990,000 
(826 , 000) 1,212,000 
Appraisal, supervision and legal fees, etc............ Re Petrocn 1,206,000 1,269,000 
380,000 2,481,000 
Expense— 
Salaries and employee benefits.......... saleiige vatval niece sate es 5,217,000 4,822,000 
OEY Be tert Meee cache NTs wie Ate die Wola ea eee Tene ok or 575,000 594,000 
Oinive AeCOmmodaloln ey. 65 oaks SAME SPO e re VA Oe 453,000 396 , 000 
Postage, express, telephone and telegraph..................05- 129,000 138 ,000 
Printing, stationery and office supplies.................0 0000s 101,000 121,000 
‘Rental and maintenance of office equipment.................2. 80,000 91,000 
FORE EIOD o 0 oig eit ois HF ahinls, do cae ON ae eis Suen ites Bo) tn ths 27 55,000 59,000 
Appeal Boards—fees and expenses... ........... cece cece cece 16,000 16,000 
FE COLEMMIOUAL GOFVICOR SSeS Soe estes acca ote aa nets SPAS Mein Ds 13,000 11,000 
thors Lea ale POV NOUS, SRI Ee Bl. ee A ee he 46,000 68 , 000 
6,685,000 6,316,000 
Less: Portion allocated to operations under the Farm Machinery 
BY HCICRLERIOTECIGOACE. Pisce «ald LAGE Bee ee at's bbe e steed 39,000 26,000 
6,646,000 6,290,000 
Natoperabiag 106. 4s. tas. .Lictiny ney ack oGeh. oh cba bis es 3d Pee 6 , 266,000 3,809,000 
Net operating loss provided for by— 
A NRCLTN LATE a VOOR LP se i a i i ty Bk aa es oR gl Us Ue tee 6,000,000 3,809,000 
PRR EN OT Tee OR eae eee tnd tO bs ddalass gs She wie L tp 266 , 000 — 
6, 266,000 3,809,000 
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With respect to operations under the Farm Machinery Syndicates Credit Act, 
the Corporation had income of $30,000 from earned interest (net) and service charges, 
and allocated expenses of $39,000 to these operations, as shown in the above summary. 
The net loss of $9,000 was charged to retained earnings which left a balance of $8,000 
at March 31, 1969. Since this Act came into force on December 11, 1964, the Corpo- 
ration has made 552 loans totalling $4,291,000 repayable over a term not exceeding 
seven years. As at March 31, 1969 loans outstanding totalled $3,379,000 including 
accrued interest. The interest rate of 64% was increased to 74% on new loans effective 
November 15, 1968 and on April 1, 1969 was raised to 73%. Amending legislation, 
assented to on May 8, 1969, changed the title of this Act to the Farm Syndicates 
Credit Act, raised the maximum term of repayment of new loans to 15 years and made 
provision for loans to Indian bands engaged in farming operations on Reserve land. 


Section 15 of the Farm Credit Act requires the Corporation to establish a reserve 
out of which may be paid “any losses sustained by the Corporation in the conduct 
of its business”. The section further provides that the Corporation shall credit its net 
earnings each year to this reserve until the amount of the reserve equals the capital 
of the Corporation. At March 31, 1969 the capital of the Corporation amounted to 
$40,300,000 whereas the reserve for losses was only $1,218,000, having been reduced 
by $266,000, the balance of the net operating loss not provided for by parliamentary 
appropriation, and by $45,000 due to losses on loans written off during the year. In 
our report to the Minister of Agriculture under section 87 of the Financial Administration 
Act on the results of our examination of the accounts of the Corporation, we referred 
to the inadequacy of the statutory lending rate of 5% on loans to farmers and the 
continuing deficiency in the reserve for losses. 


By an amendment to the Farm Credit Act (1968-69, c.6), the statutory lending 
rate of 5% was abolished with effect from November 15, 1968 and the interest rate on 
loans to farmers is now as prescribed from time to time by the Governor in Council. 
On November 15, 1968 the rate was fixed at 74%. However, the new rate is applicable 
only to new loans and annual losses will continue with respect to loans made at the 
former statutory rate so that for a considerable time there will be no net earnings 
to credit to the reserve for losses. Since 1963 the annual losses of the Corporation 
resulting from the low statutory interest rate have been recovered from annual parlia- 
mentary appropriations. However, the parliamentary appropriation of $6,000,000 for 
the year ended March 31, 1969 was not sufficient to cover the operating loss for the 
year and $266,000 had to be charged to the reserve. The provision of a parliamentary 
appropriation to cover the full annual operating loss of the Corporation will prevent 
further depletion of the reserve by such losses, but this does not provide for the building 
up of the reserve to an amount equivalent to the capital of the Corporation as is 
contemplated by the Farm Credit Act. 


In addition to providing that the interest rate on new loans be fixed by the 
Governor in Council, the amendments to the Farm Credit Act introduced the following 
changes: the definition of those eligible for loans was broadened; the amount that a 
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single farming enterprise might borrow was increased to $100,000; and Indian people 
engaged in farming operations on Reserve land became eligible for loans. 


In 1969 we recommended to the Corporation that in view of the magnitude of its 


operations and the growing volume and value of the loans outstanding, consideration 
should be given to the appointment of an internal auditor. He should, in our view, 
report to the Chairman and be given broad terms of reference to include a continuous 
and independent appraisal of the internal controls and operations of the Corporation. 


280. The National Battlefields Commission. This Commission was established by 
The National Battlefields at Quebec Act, 1908, c.57, to acquire and preserve the historic 
battlefields at Quebec. The Commission consists of nine members, seven of whom are 
appointed by the Governor in Council and one each by the Provinces of Ontario and 


- Quebec. 


At March 31, 1969 the proprietary equity of the Crown in the Commission amounted 


to $1,642,000, comprising capital assets costing $1,619,000 and working capital of $23,000. 


The following is a summary of the expense of the Commission for the past two years: 


Year ended March 31 


1969 1968 
Salaries; wazes-ond smployee benefits). o.)- ys o-ianry ad. ERD ogy. eR $ 231,000 $ 192,000 
LEYS. FE ge PESTER Ie CG OEE ye OG er eRe mea Un NR pee nr SPR RL v 30,000 35,000 
Prenieieat. power, CAIOUNG ANC OMS sce ccs che os eh Leek ee cea There oe 15,000 15,000 
Operating sopplies and mursery stocks.0002205.. 1244080 cn es SE ee 12,000 10,000 
Bepsins wonroads, Criveways, 80d DUUGINGS «. «3.5, 3s. «.deceniase Sdaedoabion M6 eo ats 10,000 10,000 
(ISON LEBEN OI ee SP gc RI gE yy RS 7,000 = 
Ret ier eaee SRIMEM Lets, eee, se eS ea SOS LOE Sea octets ete er ey 17 ,000 15,000 

322,000 277 ,000 


CCS VES SELL aE EP NOT BONO DR eg Se ane Tens Oo cs 7a eee. | ae 13,000 74,000 


$ 335,000 $ 351,000 


The expense for 'the year was met from Indian Affairs and Northern Development 
Vote 35. 


Funds contributed by provincial governments, municipalities and others, which 
may be used only for the acquisition of land with prior parliamentary approval, 
amounted, with interest, to $37,000 at March 31, 1969. There have been no transactions 
since 1938. 


281. National Capital Commission. This Commission was established by the Na- 
tional Capital Act, 1958, c.37, to succeed the Federal District Commission which had 
been established in 1927 as the successor to the Ottawa Improvement Commission, formed 
in 1899. The objects of the Commission are “to prepare plans for and assist in the 
development, conservation and improvement of the National Capital Region in order 
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that the nature and character of the seat of the Government of Canada may be in 
accordance with its national significance”. The Commission consists of 20 members from 
across Canada appointed by the Governor in Council. 


Subject to the control exercised by the Governor in Council, the Commission has 
wide powers including those relating to: acquisition and development of property; 
construction and maintenance of parks, roads, bridges, buildings and other works; under- 
taking joint projects with municipalities or making grants to municipalities; construc- 
tion and operation of concessions; and the administration of historic buildings and sites. 


At March 31, 1969 the Crown’s equity in the Commission was $162,292,000 rep- 
resented by capital assets at cost, $150,823,000, and working capital, $11,469,000. 
Excluded from these amounts is the value of properties expropriated but for which 
compensation had not been paid. This was estimated to be $11,032,000 at March 31, 
1969, of which $1,310,000 will be reimbursed by the Bank of Canada under an agree- 
ment relating to the acquisition by the Commission of a block of land adjacent to the 
Bank’s present holdings. 


The Commission’s activities are financed by annual parliamentary appropriations, 
by sales of land acquired from the National Capital Fund, by loans from Canada for the 
acquisition of property and by revenues from rentals, etc. These sources provided net 
funds totalling $24,615,000 in 1968-69, bringing to $30,375,000 the funds available to 
the Commission as follows: 


Balance in National Capital Fitid; Aprillapi90Sc 66000. ce os vos te ee ate $ 2,378,000 
inexponded prior wear loans from Canadas vaca, kop alsa aso Ble nie @ # week oe 3,382,000 
5,760,000 
Parliamentary appropriation to the National Capital Fund............$ 15,000,000 
Less: Used to repay earlier loans from Canada................. 5,471,000 
9,529,000 


Parliamentary ce ap la for operation, maintenance and interest 


Ghafees rin Shon. Mion ede BA eRe ow ed oh! i ee ot es ees Eiiteie, 9,980,000 
Sales of land acquired from the National Capital Fund.......................... 2,252,000 
Loans from Canada for the acquisition of property..............0...cesesececes 1,700,000 
Revyentess. wits eet hi snr seit. ea ores. . (obaereaieer. ae . Ge ear 1,154,000 

24,616,000 
$ 30,375,000 


Expenditures were $19,210,000 leaving a balance available for future expenditure 
of $11,165,000 at March 31, 1969, comprising $9,168,000 in the National Capital Fund 
and $1,997,000 in unexpended loans from Canada. At March 31, 1969 the Commission 
also had parliamentary authority to borrow a further $2,200,000 for property acquisitions 
in the Greenbelt, being the difference between the total amount of $41,300,000 authorized 
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by Parliament for this purpose, and the $39,100,000 borrowed by the Commission. The 
following is a summary of expenditures for the past two years: 


Year ended March 31 


1969 1968 


Operating expenditure— 
Operation and maintenance of parks, parkways, government 
BVI le Aw Ome Os ae eh oe rer LR $ 4,448,000 $ 3,439,000 
Interest charges on loans from Canada.....................05- 3,831,000 3, 783,000 
SANG AGIs PAO coi 4 c.st sa ew Bane «Ys soha: «denote 1,872,000 1,447,000 
Grants, assistance to municipalities, etc...................000. 947 ,000 1,477,000 
Para eat eiicor nakeet se ON ee, Aro Ow i ee aoe 820,000 499 ,000 
11,918,000 10,645,000 
Capital expenditure— 
DOUMELY ACUI IONS oc lace ck lee ee hone LEB eee 3,466,000 5, 242,000 
Improvements to land and buildings.......................... 1,221,000 503 , 000 
PUI AMC ML IOCEUIGEPOS ooo iicis gs as wieiiie es Seo sad avee ba odie 1,185,000 3,672,000 
Roads, parkways, bridges and approaches..................... 834 , 000 2,653 ,000 
Gr. Remmi etre k bahia ie UA atl laid dom bibl ee we 586 , 000 322,000 
7,292,000 12,392,000 


$ 19,210,000 $ 23,037,000 


The increase of $1,273,000 in operating expenditure was largely the result of higher 
rates paid to hourly-rated employees under a labour agreement having effect from 
October 1, 1966. During the year recognition was given to a claim by the City of Hull 
for taxes on Gatineau Park properties within the city limits, and payment was made 
for charges back to the year 1960-61 in the amount of $112,700. This item, together with 
the non-recurring cost of commuting certain local improvement charges levied against 
Commission lands in the City of Ottawa and Gloucester Township, $121,000, accounted 
for the major portion of the $321,000 increase in payments in lieu of taxes. Planning 
and administration costs increased by $425,000 due largely to an increase of $225,000 in 
salary costs, and to the introduction of a computerized data information system at a 
cost of $115,000. Grants and assistance to local municipalities under various cost-sharing 
agreements decreased by $530,000. 


The substantial completion of the railway relocation work and the current program 
of parkway construction has resulted in a decrease of $4,306,000 in related capital expend- 
itures, from $6,325,000 in 1967-68 to $2,019,000 in this year. The value of property 
acquisitions also decreased, from $5,242,000 last year to $3,466,000 in 1968-69. 


The Commission is required under the Financial Administration Act to have its 
capital budget laid before Parliament annually. Protracted discussions between the 
Commission and the Treasury Board, before final approval by the Governor in Council, 
resulted in the document for 1968-69 not being tabled in the House until May 8, 1969, 
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after all financial transactions for the year had been completed. Despite this there were 
wide disparities between the amounts approved and the expenditures incurred on the 
various classes of assets, as shown in the following summary: 


Capital Actual 
budget expenditure 
Property acqiisitions.., aie ui d:< ain onus it pe eee te ee eae eae tae $ 7,600,000 $ 3,466,000 
Tmprovements to-fand anc’ buildings: i> ia oe eee eer ee 3,620,000 1,221,000 
Railway lines and structures: is parc hte eee Rees Pe ene ee eee 2,150,000 1,185,000 
Roads, parkways, bridges'and approaches! 5225.2 .)2 782021423222 2,278,000 834 ,000 
Other fcapital, expenditure, 20.7 ere eee eee oe 1,080 , 000 586 , 000 
16,728,000 7,292,000 
Repayment of loans (with allowable 20% over-run)................. 5,000,000 5,471,000 
21,728,000 12,763 ,000 
Less: Sales of land acquired from the National Capital Fund......... 200 , 000 2,252,000 


$ 21,528,000 $ 10,511,000 


Certain capital expenditures of the Commission are financed by loans from Canada. 
Funds for the payment of interest on these loans and for repayment of principal in 
certain cases are provided to the Commission from parliamentary appropriations in 
subsequent years. At March 31, 1969 outstanding loans from Canada totalled $65,- 
876,000 compared with $75,116,000 at the end of the preceding year. Interest charges 
in 1968-69 amounted to $3,831,000 of which $877,000 was provided out of income of the 
Commission and $2,954,000 by parliamentary appropriation. Of loan repayments total- 
ling $10,940,000 during the year, $5,469,000 represented the proceeds of sales and 
$5,471,000 was provided by parliamentary appropriations through the National Capital 
Fund. This procedure has been commented upon in previous Reports and is further 
dealt with in paragraph 229 of this Volume. The subject has also been considered by 
the Public Accounts Committee and in its Seventh Report 1966-67 (see Appendix 1, 
item 25 of Volume I of this Report) the Committee noted the undertaking of the 
Department of Finance to review and discuss this practice with the Auditor General 
and asked that he report on the matter in due course. Although no discussion has yet 
taken place, the Commission has now received a directive from the Treasury Board 
under which, starting with the year 1970-71, loans will only be provided in order to 
acquire, improve and service properties which are to be sold to other users, thereby 
enabling the Commission: to repay the loans. The Commission is to provide in its 
future budgetary appropriations for the pay-back of loans which were used to purchase 
land which is not for sale. 


In the course of our examination of financial transactions of the Commission we 
noted three cases of non-productive expenditure. These are dealt with in detail in 
paragraph 197, items 4, 5 and 6 of Volume I of this Report. Also noted were four 
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cases involving settlements for leasehold interests in properties expropriated by the 
Commission where, although the tenants remained in occupancy of the properties, 
significant qualifications to recommended settlements by appraisers were not taken into 
account in establishing the compensation to be paid (see paragraph 97 of Volume I 
of this Report). 


282. National Harbours Board. This Board, which has its head office in Ottawa, 
was established in 1936 by the National Harbours Board Act, R.S., c.187, and has 
jurisdiction over the harbours of St. John’s, Halifax, Saint John, Belledune, Chicoutimi, 
Quebec, Trois-Riviéres, Montreal (including the Jacques Cartier and Champlain 
Bridges), Churchill and Vancouver, together with grain elevators at Prescott and Port 
Colborne. 


The Crown’s equity in the Board at December 31, 1968 was $499,486,000 com- 
prising: equity represented by the cost of assets transferred to the Board on its estab- 
lishment and subsequently, $73,024,000; loans and advances, $3880,744,000; interest in 
arrears on loans and advances, $126,554,000; advances for the acquisition of debentures 
of Saint John Harbour Bridge Authority including accrued interest, $14,437,000; and 
reserves, $10,540,000; less accumulated deficit of $105,813,000. The Crown also had an 
equity of $11,194,000 in certain projects on Board property in the Montreal Harbour 
relating to the Canadian Universal and International Exhibition, Montreal, 1967. 


During the year the land and waterlots at Belledune Harbour were identified and 
valued by the Board at $30,510 and this amount has been added to the capital assets. 


The Board’s indebtedness to Canada for loans and advances increased by $15,101,000 
during the year while interest in arrears increased by $11,993,000. The loans and ad- 
vances and the arrears of interest thereon have increased steadily in recent years as shown 
in the following table: 


Interest in 
arrears on 


Loans and loans and 

advances advances 
December 31, 1961..... Re ee eee Ne Oe Ca nee eee ross $ 290,937,000 $ 64,786,000 
ScemDerG Lr eIOL, eae eee. he Ma eee heen” Meee Ue 308 , 882 ,000 71,290,000 
Mecember stesvGst Uo. BIE Eh. LG. Bal oo saris ee 316,787,000 78,559,000 
ecomber oleh 964 ieee! ct. cllad. dn, eeu dseverneed: Jaeccu: 50 320,094,000 86 , 204,000 
DW EROIN Dero dO ace ale 2 aM ihe Rh El ah A es A Me elie 323 , 212,000 93 , 285 ,000 
TERS Ca SPs 4 Big C5" Ege es ee we ee ee ae 343 , 788 ,000 103 , 203 ,000 
JD 1S COS ey ee se LC ai ole oh Ra ie ane a chit cont mR Sri Wari 365 , 643 ,000 114,561,000 
DECUNVEIsat, LIGOTS TO oe eee OM ee ee ees Crem 380 , 744,000 126,554,000 


In previous Reports we have observed that there was little prospect of the Board 
being able to meet its principal and interest obligations and recommended that the finan- 
cial structure of the Board be reconstituted. In February 1967 the Public Accounts Com- 
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mittee, in its Twelfth Report 1966-67, commented as follows (see Appendix 1, item 35 
of Volume I of this Report): | 


The Committee is concerned that there appears to be little prospect of the Board being 
in a position to meet its principal and interest obligations and recommends that the financial 
structure of the Board be reconstituted. In this connection it was pleased to receive assurances 
that this matter will be dealt with by the Department of Finance and the Board within 
the next twelve months. 


The financial structure of the Board has not been reconstituted as the proposals made by 
the Department of Finance were not acceptable to the Board, and counter proposals are 
under discussion with the Department. We are advised that further action on this matter 
was temporarily suspended because of overall studies being made of government policy 
with respect to harbours administration in Canada. 


Vote L106b, Appropriation Act No. 7, 1967, 1967-68, c.8, authorized advances to the 
Board for the acquisition of debentures of the Saint John Harbour Bridge Authority. 
The debentures bear interest at rates of 644% and 77% and will be redeemed between 
1970 and 2020. The amount of $14,487,000 includes accrued interest of $657,000. 


Montreal Harbour is adjacent to the site of the 1967 World Exhibition and some of 
the Board’s properties were expanded to provide facilities to service the site. The larger 
projects involved the widening of MacKay Pier, the relocation of harbour railway tracks, 
the filling and grading of a parking lot, and the construction of a roadway which connects 
the University Street extension to the site and to the Champlain Bridge. The projects 
cost $11,194,000 and have been financed by parliamentary appropriations. By Order_in 
Council, three parcels of land comprising some 9.8 million square feet, situated at Mont- 
real Harbour, and temporarily under the management and control of the Canadian 
Corporation for the 1967 World Exhibition, were transferred to the management, charge 
and direction of Central Mortgage and Housing Corporation for the three years ending 
December 31, 1970. At that date, the lands revert to the administration, management 
and control of the Board and the final allocation of the assets arising from the expenditure 
of $11,194,000 will be made. 


Until revocation of tolls on June 1, 1962 the Jacques Cartier Bridge was operated 
under a tripartite agreement which required both the City of Monitreal and the Province 
of Quebec to pay 'to the Board one-third of any annual deficit arising from the operation 
of the Bridge to a maximum of $150,000 each. Since 1944 the Province has refused to 
make the required contributions and at the end of 1949 its accumulated indebtedness 
amounted to $744,425. From 1950 until revocation of tolls the bridge did not incur an 
operating deficit and the accounts of the Board continue to show this amount as due 
from the Province. Prior to September 1966 the Board was unable to institute legal pro- 
ceedings against the Province without first obtaining a fiat from the Provincial Attorney 
General. In early 1967 the Board re-submitted its claim to the Province. A special com- 
mittee of the Treasury Board Advisory Committee on Real Property, under the chair- 
manship of the Deputy Minister of the Department of Public Works, investigated this 
indebtedness in 1967 but the matter has not yet been resolved. 
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In previous Reports we stated that the dispute with the Canadian Pacific Railway, 
dating back to 1890, regarding the ownership of certain areas of Coal Harbour, Van- 


couver, was being resolved within the terms of a “Memorandum of Agreement” and that 
the final settlement was still pending. This matter was finally resolved in October 1968. 


The following is a summary of the operations of the harbours and elevators and of 


the bridges for the past two years: 


Harbours and Elevators 


Operating income— 
Wt RVORTAORDIGEE Sa ON ell ee re ee ee a ee ee ete ies ale 
Grain elevator systems 
Cold storage systems 
Permanent sheds 
Railway systems 
Miscellaneous 


4: 6) WS! 6) 61618 eS ORO) Oe) ©) 6: 8 Sy oie) (0118) @ yw elie. |\S\lay Stay iml oS e 
Cr ee TY 
Co SS bye AW ei Oe oe ey ee SF MOT IM we, O| \6) 8) 10) oe (e| 6) /e: Oh ce) 8’ (oa Le. -@: 
eoeeerer eee ee eee eee ee ses eee essere ee se ee ere eee 


eoeoererece ec eo ec eee eer eer eee eee ee eerere rere eee eee ere @ 


Operation, maintenance and administration— 
EB RE CUTTS GSTS il EES APE HE ee area RCSA REY A eM 
Grain elevator systems 
Cold storage systems 
Permanent sheds 
Railway systems 
Administration 


er 
CS 
Oe 4A: ie) is) fa. se] By ie 'e16 (6, 10.9, 18 he) ie) 8) 10] Cth 6 ue 8) 'ei'0 o 7m) il eWelersnsice <iaiis. « 
BO 0 58 TER ea a ete ie er ae Fe Le 0 )S: 0.10 Te 610) ee (ons ete e Mees & © 
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Net operating loss (income) 
Provision for interest on loans and advances 
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Bridges 


Operating income— 
Jacques Cartier Bridge 
Champlain Bridge 


Ce 


i Cc  ) 


Operating expense— 
Jacques Cartier Bridge 
Champlain Bridge 


eos erecewr eee ee eee eee eee eee eee eee eee 


eooceerer eee eee ee ee eee reese eee eso eees eevee e 


Net operating income 
Interest expense (net) 
Net loss 


eeoeoerer wees ee ee oe eee wre ee eereese eee eee ee eee re 
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$7,881,000 


Year ended December 31 


1968 


1967 


$ 18,369,000 $ 18,476,000 


7,934,000 9,220, 000 
1,410,000 1,640,000 
3,820,000 3,443,000 
1,004,000 1,057,000 
47,000 16,000 
32,584,000 33 , 852,000 
11,918,000 11,213,000 
8,368,000 9, 667, 000 
1,793,000 1,763,000 
5,734, 000 4,885,000 
1,766,000 1,749,000 
3,172,000 3,256,000 
2,000 - 11,000 
32,753,000 32,544,000 
169,000 (1,308,000) 
11,334,000 10, 108,000 
11,503,000 8,800,000 
3, 622,000 2,626 , 000 


$ 6,174,000 


$ 130,000 $ 129 ,000 
1,963 ,000 2,067,000 
2,093 ,000 2,196,000 

717,000 840 ,000 
1,336,000 1,213,000 
2,053 ,000 2,053 ,000 

40 ,000 143 ,000 
2,863 ,000 2,719,000 


$ 2,576,000 


The decrease in operating income for harbours and elevators, $1,268,000, was due 


largely to: the cancellation in August 1967 of the cargo 


assessment on ships entering 


Vancouver Harbour, $440,000; the discontinuation of handling operations effective 
September 1968 at Vancouver, resulting in a decrease of $753,000; and a decline of 


$1,260,000 in grain elevation income. These decreases 
increase of $1,262,000 in property rental income. 


were partially offset by an 
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There was a slight decrease in revenue at the Champlain Bridge notwithstanding 
an increase of 267,000 vehicles, from 12,039,000 to 12,306,000, passing over the bridge. 
The revenue decrease is attributed to a reduction in cash tolls and to a greater use 
of bridge tokens since the close of the 1967 World Exhibition. 

Operation, maintenance and administration expenses of harbours and elevators 
increased by $209,000 over the previous year. The major items contributing to the 
increase were: increases in salary and wage rates; a general escalation in prices of 
supplies; an increase of $603,000 in grants to municipalities; and an increase of 
$930,000 in depreciation. Offsetting these increases were: a reduction of $695,000 in the 
cost of operating the grain elevator in Montreal due to a lower level of activity; a 
reduction of $622,000 in handling charges at Vancouver due to the discontinuation of 
handling operations in September 1968; and a reduction of $533,000 in costs relating 
to the elevator at Quebec Harbour which was leased to private interests in April 1967. 

Included in the “Comments on Expenditure and Revenue Transactions” section 
of Volume I of this Report are comments on several matters noted in the course of our 
examination of the financial transactions of the Board. These are to be found in the 
following paragraphs: 

121. Inadequate accounting, Vancouver and Churchill Harbours 
122. Documentation not completed 
123. Ex gratia payment to a firm of management consultants 


197 8. Water losses—Montreal Harbour 
9. Additional cost due to delay in acceptance of tender, Vancouver, B.C. 


283. Northern Canada Power Commission. This Commission, established in 1948 
under the Northern Canada Power Commission Act, R.S., c.196, consists of three members 
appointed by the Governor in Council. The objects of the Commission are to construct 
and operate electric power plants and to supply power to mines and other users in the 
Northwest Territories and the Yukon Territory and, with the approval of the Governor 
in Council, in any other part of Canada. The Commission, with its head office in 
Ottawa, operates eighteen power plants including diesel generating plants at Baker Lake, 
Chesterfield Inlet and Norman Wells which became operative in the autumn of 1968. 

During the year the Commission’s subsidiary companies, The Dawson City Water 
and Power Company, Limited, The Dawson Electric Light and Power Company, Limited, 
and The Yukon Telephone Syndicate, Limited, were struck from the Register of Joint — 
Stock Companies. These companies had ceased operations in 1966 when their assets were 
taken over and their liabilities assumed by the Commission. 


The Crown’s equity in the Commission at March 31, 1969, comprised: 


Adwantest) 2.20! 8s aur Ke srdeleer bres eae ciel oh ee Wen aay a baie ert ee fae $ 42,297,000 
Cost of: 
Central heating, water and sewerage and fire alarm systems at Inuvik, N.W.T., 
financed iby parliamentary appropriations ows au ad. LOOP ALD Ye pee 8,301,000 
Extension, expansion and improvements of capital assets financed from earnings... . 809 ,000 
Reserve Tor COnuUngencles.- 2 Meee ree cite eC RR Rene Seen ae ee ee 2,336,000 
armed: susplusii Pty. calle eR Gaye hy leery Le Wek ee 2 ae eed 1,327,000 


$ 55,070,000 


| 


| 
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The Commission also acts as agent for Canada in respect of loans of $147,985,000 
made to provincial power commissions under the Atlantic Provinces Power Development 
Act, 1957-58, c.26. 


The following is a summary of the income and expense of the Commission for the 
past two years: 


Year ended March 31 


1969 1968 


Income— 

NESS: Ceo Soe ee ne fe eS, ee ae ae ee Pe eee $ 5,047,000 $ 4,235,000 
Income arising from construction, maintenance and operation of 

facilities for government departments and others............. 1,190,000 1,076,000 
ROT RCRT hy ee) oer: PEt ped ten due, oadh bn ete ty! wil el 1,044,000 1,005 ,000 
JIE TEES ENE S20 18 ER yi PSE aR i Sey | Mei § lh J Rae 260 , 000 239 ,000 
7,541,000 6,555,000 

Expense— 
per OG AIM MARCI ATCO crag o ciuts. ac Sens asa Soick nea esa wae ee 4,341,000 3,956,000 
inerest. On Ady ances 4rom, Canddaaks, 280.00, OM Pies les 1,447,000 1,347,000 
Ir OCl a AOI iets hein, aah hs ee eT ER: Ges cde ee es 888 ,000 701,000 
PTOI LY AC ee. WRN OE Me oi oc aida dog a ala @ ae ag oe See ae ee 512,000 467 ,000 
7,188,000 6,471,000 
Ri tcrie RPO E WA, Tee, rere, a Sa ae $ 353,000 $ 84,000 


The increase of $812,000 in the sale of power is mainly attributed to increased 
demands for power required to service the Pine Point, Whitehorse and Yellowknife 
communities, the operation for a complete year of the Coppermine plant, and the com- 
mencement of operations of the Baker Lake, Chesterfield Inlet and Norman Wells plants 
in the autumn of 1968. 


The overall increase of $385,000 in operation and maintenance was due to increases 
of $218,000 in salaries and wages and $167,000 in fuel and lubricants. Activities at the 
new plants, salary increments and a general increase in price levels were the main 
contributing factors. 


284. Northern Transportation Company Limited and subsidiary companies. North- 
ern Transportation Company (1947) Limited, a wholly-owned subsidiary of Eldorado 
Nuclear Limited, was incorporated in 1947 under the provisions of the Canada Corpora- 
tions Act, R.S., c.53, to take over the business of a predecessor company whose shares 
had been acquired when the capital stock of a privately-owned company was expropriated 
by the Crown in 1944. The corporate name was changed to Northern Transportation 
Company Limited in 1952. In 1965 the Company acquired the capital stock of three 
companies, Yellowknife Transportation Company Limited, Arctic Shipping Limited and 
Decury Supply Limited. The operations of these companies are now fully integrated 
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with the parent company and consideration is being given to the surrender of their 
charters. 


The Company is empowered to carry on a general transportation business by land 
and water throughout Canada and elsewhere. Although the head office of the Company 
is in Ottawa, administrative headquarters are in Edmonton, Alta., and activities have 
been almost wholly confined to the Mackenzie River water system and the Western 
Arctic. 


The equity of Eldorado Nuclear Limited in the Company at December 31, 1968 
was $7,757,000 comprising capital stock of $152,000, a reserve for insurance of $500,000 
and surplus of $7,105,000. 


Two cargo vessels, 14 tugs and 109 barges were operated in 1968, an increase of 
one tug and a reduction of four barges from the number operated in 1967. The con- 
solidated result of operations of the Company and its subsidiaries for 1968 compared 
with 1967 follows: 


Year ended December 31 
1968 1967 
Income— 
PYSISHE OATNIN Gate Fale Pere ee dace cot ra ewes Wala aimee $ 5,477,000. $ 4,073,000 
Expense— 
Operation and maintenance: 
DAIATICS ANG VOLES. Saks ee nda d Fa Pag dH AMAA EOE oon coe 1,894,000 1,495,000 
FrEDAITS Aa Han EN ATIC Oss a x os ss Ree Re ee eae ees 890 , 000 584,000 
Depreciation 2 Oy 0 eG 6 ae OER, ae nent 889 , 000 872,000 
Hijelsvands Lamricante te) tok. «i088 Ae auednaenn tee onl eel eee Mea cee 307 ,000 245 , 000 
IVD ORSINI CRS vate aed oles he ol eet da a RMR RN crt ere ae 135,000 113,000 
Osher OS BA Pe Po FESO Tee ae ee eek, Meee ae 303 , 000 288 , 000 
4,418,000 ~ 8,697,000 
PCRMISLLAMOLS ss oss eee ee Hee Oe Oe cee eee eaten 521,000 405 ,000 
4,939,000 4,002,000 
Netiincome from operations Jf hi te as oe oes ONE Be Sec noe tes 538 , 000 71,000 
Miscellaneous IWcomMes cle Phu tea aa ls fra Sor Ge ek, ce aa cee te 48 ,000 26,000 
586 , 000 97 ,000 
Loss.on disposal of capital assetsi/sic ka iy. «2 ddan ans. cto . tee 198,000 (2,000) 
388 , 000 99 ,000 
Provision for anecome taxes: 3 oN ee [ate eile Oe ed eee 194,000 40 ,000 
WERINCOMEMN. CFE I Oe OS Le OE ee en ae $ 194,000 $ 59,000 


Freight earnings increased by $1,404,000 due to an additional 40,756 tons hauled 
during the year along the Mackenzie River system and to the north slope of Alaska. A 
significant factor pertaining to the increased tonnage was the massive oil discovery at 
Prudhoe Bay in Alaska which not only resulted in an increase in the freight hauled to 
Alaska but also contributed to an increase in the shipment of oil drilling and other 
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exploration equipment to various locations on the Mackenzie River, especially the delta, 
where the geological formations are considered to have similar potential. 


The increase of $399,000 in salaries and wages included a provision of $15,000 to 
cover claims made by Company employees for salvage services in respect of the Com- 
pany’s motor vessel, Banksland, which was released from Arctic Ocean ice in 1967. Other 
factors contributing to the increase were an increase of approximately 10% in wage 
rates, an increase of approximately 20 in the number of employees required to handle 
the additional tonnage and a three-week-longer shipping season. 


The increase of $306,000 in repairs and maintenance included approximately $60,000 
to repair the damage to the Banksland. Major factors contributing to the increase were 
the greater utilization of equipment because of the increased tonnage hauled, damage to 
boats and barges caused by low water on the Mackenzie River and gravelling costs at 
the Hay River Agency. 

Fuel and lubricant costs increased by $62,000 because of the additional freight 
hauled. 

Administration costs increased by $116,000, due mainly to increases of $50,000 in 
the cost of services provided by the parent company, of $39,000 in the Company’s 
pension plan contributions and of $18,000 in salary costs. 

During the year certain assets acquired from the wholly-owned subsidiary com- 
panies in 1965, having been declared unseaworthy and economically unrepairable, were 
scrapped. The net book value of these assets amounting to $200,000 was written off. 
Proceeds from the sale of other fully depreciated assets amounted to $2,000. 


Miscellaneous income increased by $22,000 as a result of interest earnings from the 
investment of a substantial amount of working capital until the latter part of the year. 


285. Polymer Corporation Limited and subsidiary companies. Polymer Corporation 
Limited was incorporated in 1942 under the Canada Corporations Act, R.S., c.53, pur- 
suant to the provisions of section 6 of the Department of Munitions and Supply Act, 
1939, c.8, for the purpose of producing synthetic rubbers and chemicals. The head office 
of the Company is in Sarnia, Ont. 

During the year the Company increased its holdings in Importadora Canada S.A. 
de C.V., Mexico, thereby acquiring full control of this company, and purchased a 95% 
interest in a distributing company in France, Société Francaise Polysar. Polysar (U.K.) 
Limited, incorporated in 1967, acquired the assets of a distributing company in Britain. 
The operations of Importadora Canada S.A. de C.V. were not included in the consolidated 
financial statements at December 31, 1968 because of their minor nature. 


At December 31, 1968 the Company had eleven wholly-owned subsidiaries: three 
in Switzerland, two in Canada, and one each in Britain, Belgium, Italy, Mexico, the 
Netherlands and the United States. The Company also held a 95% equity in two sub- 
sidiaries in France and was a minority shareholder in companies in Mexico and South 
Africa in which it had invested $6,441,000. Except to the extent of dividends received, 
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no provision has been made in the accounts for the profits or losses of companies in 
which the Company is a minority shareholder. 


The equity of the Crown in Polymer Corporation Limited and its subsidiary com- 
panies at December 31, 1968 amounted to $105,826,000, comprising capital stock of 
$30,000,000 and retained earnings of $75,826,000. Dividends of $3,000,000 paid to the 
Receiver General in 1968 were the same as in 1967. 


Net additions to fixed assets amounted to $4,766,000. Major expenditures included 
the expansion of the butyl rubber facility at Sarnia and a new isobutylene plant at 
Antwerp, Belgium, as well as replacements and improvements to existing production 
facilities. During the year the Company recorded the retirement of the old and fully 
depreciated styrene plant and associated facilities at Sarnia. This facility, which has 
since been demolished, was originally built in 1942, its total cost, including subsequent 
modifications, being $5,344,000. 


Long-term liabilities totalled $40,146,000 at the year-end. Of this amount $18,014,- 
000 is payable in Canadian currency and the balance in foreign currencies as follows: 
F. fr. 41,625,000 ($9,164,000), B. fr. 400,000,000 ($8,648,000), and US $4,000,000 
($4,320,000). 

The following is a summary of the operations of the Company and its subsidiaries 
for the past two years: 


Year ended December 31 


1968 1967 
Income— 
RSA Gia ataa hs Wee ina ieee weer tdi! A suede ce Ney RR mae aT ele $ 142,101,000 $ 127,381,000 
OTE OL, Fee Me ee nNee (SPREE, GOee ee Pe Or ee ae 1,800,000 1,546,000 
143,901,000 | 128 , 927 ,000 
Expense— 
Cost of salesetrns3t eres iv. es -dehreet Perel to oath . tes. a) ee: 117,431,000 107,872,000 
Selling, administration and research......:............4.205- 15,692,000 13,872,000 
133 , 123 ,000 121,744,000 
Net income before provision for income tax and extraordinary items.. 10,778,090 7,183,000 
ProVasiohtor: mcome tax. Manes nG Ae. eee OE BA. eh 2,621,000 1,497,000 
Peer AOTC nary LEIS 7, Ae Bi Mi ee Rb MR 1,199,000 — 
3,820,000 1,497 ,000 
; 6,958 ,000 5,686,000 
Adjisiment re minority suarenower. ses. 40's .4 os eae <a ee 80,000 126,000 
INGt-inoomes LE4k Fe. PE ReE. Ae eke ane, Rene ot, Sie ee $ 7,038,000 $ 5,812,000 


The increase of $1,226,000 in net income resulted from record sales and improved 
cost performance. The extraordinary charge of $1,199,000 resulted from inventories of 
the two overseas distributing companies, which at the date of acquisition had been 
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valued at laid-down cost, being revalued for consolidation purposes at the lower of 
plant cost or market. 


286. The St. Lawrence Seaway Authority. Established by the St. Lawrence Seaway 
Authority Act, R.S., c.242, the Authority maintains and operates the Canadian section 
of the 27-foot deep waterway between the Port of Montreal and Lake Erie, comprising 
the Montreal—Lake Ontario Section and the Welland Canal. The section of the Seaway 
in the United States is operated by the Saint Lawrence Seaway Development Corpora- 
tion. Toll revenues derived from the operation of the Montreal—Lake Ontario Section 
are divided between the two Seaway entities in accordance with an agreement approved 
by the Governments of Canada and the United States. 


The Authority also operates non-toll canals at Lachine, Que., Cornwall, Ont., and 
Sault Ste. Marie, Ont., the net operating cost being provided for by annual parliamen- 
tary appropriations. 


The Authority is a corporation consisting of a president and two other members 
appointed by the Governor in Council. Its head office is at Ottawa, with operating 
headquarters at Cornwall, Ont., and regional headquarters at St. Lambert, Que., and 
St. Catharines, Ont. 


The Crown’s equity in the Authority at December 31, 1968 was $586,466,000 com- 
prising capital assets transferred from the Department of Transport (Welland Canal), 
$130,521,000, loans, $450,600,000, deferred interest, $60,610,000; less accumulated deficit, 
$55,265,000. 


The overall operating results of the Authority in respect of the Montreal—Lake 
Ontario and of the Welland Sections of the Seaway for the past two years are as follows: 


Year ended December 31 
1968 1967 
Income— 
NS Ee 5, EI I BR sooo EU OE ce ices cay he tees: $ 19,897,000 $ 17,282,000 
The Seaway International Bridge Corporation, Ltd.—net income. 162,000 158 ,000 
Cyuher se, SATA Res. FCM PR eee PE RS 1,992,000 1,945,000 
22,051,000 19,385,000 
Expense— 
Oiner SOSA TCA AID TCD ROCG 6 ic ct ie Peas ai 6 seas 11,805,000 11,538,000 
ne ee eel oe NE a eek ek tg vis ae 2,582,000 2,341,000 
PTS aT ers AGMUIDISUTAUOLS. <5 sou eee oa tree Pete oe oes 2,403 ,000 2,117,000 
Construction brancus +4). et) tae as Ee. TS ED 2,224,000 2,009 , 000 
Réecionalfadministration? (x .d24/3- 2 AAs o pass ses ta eee bs 1,645,000 1,565,000 
20,659,000 19,570,000 
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Year ended December 31 
1968 1967 
Portion allocated to: 

CONSETICHION Ax RE See en ee ee CAO Se ne ae ee $ 3,424,000 $ 3,853,000 
Non=poll.canals: JF. ota) NS thle EO, GSE eae 492,000 475,000 
3,916,000 4,328,000 
16, 743,000 15,242,000 

Net operating income before providing for interest and for replacement 
of «machmeryn and. equipments wi!) caciemia- olen en aeeeat emmrey mate 5,308,000 4,143,000 
Interest’ on ‘loans from Canadas 3.3 Se a A oe 17,919,000 16,579,000 
Provision for replacement of machinery and equipment.............. 926,000 876,000 
interest on contractor s claim ji. a) TAM es ches oles s wen — 21,000 
18,845,000 17,476,000 
Nepean sii. Se. halt GER. SE, OE ere See taeees OE $ 13,537,000 $ 138,333,000 


The following summary shows the operating results of the Montreal—Lake Ontario 
Section for the year compared with the preceding year together with the cumulative 
operating results from the opening of the Seaway in 1959: 


Cumulative 
Year ended December 31 to 
—_———_—_-——————-——— December 31, 
1968 1967 1968 
Income— 
otlevindide : it) ee Poa Tie we gore les $ 18,141,000 $ 16,356,000 $ 122,796,000 
CPE OT NOONE ol ty sani is ame emai cea) cans Bethe 1,207,000 935 , 000 5,692,000 
19,348,000 17,291,000 128 , 488,000 
Expenses of operation, maintenance and administra- 
OU eee ie, Le eam ne eaten Monn nH A. 0a) ae Od 5,771,000 4,967,000 33,622,000 
NOt OPCrAUNe INCOM es He che ay dae lea 13,577,000 12,324,000 94,866,000 
Interest on loans. i) eee. Giese eececsestiiws 17, 206 ,000 16,556,000 141,356,000 
Provision for replacement of machinery and equip- 
Renteeiol | Nem Re ee a 926 ,000 876 ,000 8,595,000 
eee WED Olle au one dels Cale meal ae — a 180,000 
18,132,000 17,432,000 150,131,000 
MBDA oy). tieuise cae walte OP ae Pe etre) $ 4,555,000 $ 5,108,000 $ 55,265,000 


Section 16 of the St. Lawrence Seaway Authority Act requires that the tolls provide 
revenues sufficient to defray the cost of operations including provision for repayment of 
the capital indebtedness. The foregoing summary of operating results shows that since 
the opening of the Seaway in 1959 a deficit of $55 million has accumulated without any 
provision for repayment of the capital indebtedness of $332 million which the Act 
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requires be met from earnings by December 31, 2009. If this obligation is to be met, 
toll revenues over the 41 years from 1969 to 2009 must average over $25 million 
annually on the basis of 1968 costs. The toll revenues for 1968 were $7 million short 
of meeting this requirement. 


The operating results of the Welland Section of the Seaway for the past two years 
are as follows: 
Year ended December 31 


1968 1967 

Expenses of operation, maintenance and administration............. $ 10,972,000 $ 10,276,000 
Income— 

Ce Tee ee eee a ON oe ee re ee eee en coe tee 1,756,000 926 ,000 

Fenies wuarace, Gio. olin MCC oi A Dee Oe ae 947 ,000 1,168,000 

2,703 ,000 2,094,000 

PSE CE IRE Mere A eet ilk aie so he wis neice camry Sameoe edn tate 8, 269 ,000 8,182,000 
TU ReveSUrOI ATG, ASS FPL titans ORE OEY TESTE Oy PU a ike 713,000 43 ,000 
FSP | ean Sb URE CRAP INLD Ea PY NRO ere NC aR SO Se $ 8,982,000 $ 8,225,000 
Deficit provided for by— 

PPVAN SOLU V O66 002s fie ia 34 so eee te i id A ORR PR Be SEG N be 9 : $ 8,982,000 $ 

Transport Vote 85 of 1967-68......... SPIO TIGR RR 8 , 225 ,000 


$ 8,982,000  $ 8,225,000 

With the opening of the Seaway in 1959 the operation and management of the 

Welland Canal became a responsibility of The St. Lawrence Seaway Authority. Tolls 

were suspended in 1962 and the annual operating deficits since 1959, totalling $62,513,- 

000 to December 31, 1968, have been recovered from parliamentary appropriations. In 

1967 a lockage fee of $20 a lock was introduced increasing by $20 a year to reach $100 
a lock in 1971. 


An agreement made in 1959 between the Authority and the Saint Lawrence Seaway 
Development Corporation established a joint tariff of tolls for the Seaway. The agree- 
ment provided that the division of tolls from the operation of the Montreal—Lake 
Ontario Section would be initially 71% to the Authority and 29% to the Corporation, 
and that these percentages would be adjusted from time to time so that the Authority 
and the Corporation would receive a portion of the tolls in the ratio of their respective 
annual charges for operation, maintenance, interest and retirement of debt to their 
combined annual charges in respect of that portion of the Seaway. 


In March 1967 the Governments of Canada and the United States agreed to 
continue the existing schedule of tolls for the Montreal—Lake Ontario Section, to 
divide tolls on the basis of 73% to the Authority and 27% to the Corporation, and that 
the sufficiency and division of tolls might, at the request of either entity, be reviewed 
at the end of the 1970 navigation season, with a view to any necessary adjustment in 
accordance with the provisions of the 1959 agreement. 
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The original conditions under which loans were made to the Authority for the 
Montreal—Lake Ontario Section of the Seaway under section 25 of the Act required 
the payment of interest only, in the first three full years of operation (through the 
year ended December 31, 1962), and thereafter payment of annual amounts sufficient 
to amortize all loans and interest thereon over a period of forty-seven years (or by 
December 31, 2009). The terms of the Authority’s financing arrangements were amended 
in 1961, 1963, 1964, 1967 and again in 1968, and now provide that loans in respect of the 
Montreal—Lake Ontario Section of the Seaway, together with interest, are to be repaid 
in such amounts each year as the cumulative net profit of the Montreal—Lake Ontario 
Section, before amortization of the loan principal, will permit. Unpaid interest bears 
interest until paid and the principal and interest are to be fully paid on or before 
December 31, 2009. At December 31, 1968, loans in respect of the Montreal—Lake 
Ontario Section amounted to $331,800,000 and unpaid interest to $58,180,000. 


For the Welland Section, loans to finance improvements totalled $118,800,000 of 
which $72,500,000 is interest-free and the balance of $46,300,000, provided since Sep- 
tember 22, 1966, bears interest which amounted to $2,431,000 at December 31, 1968. 
Interest on all loans subsequent to September 22, 1966 is to be accrued in the accounts 
but is not to be paid until December 31 of the year in which the Minister of Transport 
determines that the Welland Canal twinning project is completed, at which time the 
terms of principal repayment for the loans are to be determined by the Governor in 
Council. 


The costs of operating and maintaining the canals and works under the adminis- 
tration of the Authority are defined in section 16 of the St. Lawrence Seaway Authority 
Act as including all operating costs of the Authority and such reserves as may be approved 
by the Minister. The Authority is of the opinion that it is not necessary to include 
depreciation as an element of operating and maintenance cost and that the amortization 
over the fifty-year period of the principal of the amounts borrowed together with the 
interest meets the requirements of this section. Accordingly, no provision for depreciation 
has been included in the costs of the year. It is important to note, however, that no 
amortization of principal has been made up to December 31, 1968, and while interest 
has been accrued annually, payment of a substantial portion thereof has been deferred. 


As in previous years, provision was made for replacement of lock, bridge and 
building machinery and equipment of the Montreal—Lake Ontario Section. The provi- 
sion for 1968 amounted to $926,000 and the accumulated provision to December 31, 
1968 amounted to $8,272,000. As in prior years, no provision was made in 1968 for 
replacement of machinery-and equipment for the Welland Section. 


The following items have been outstanding for several years: 


(a) In 1956 an arrangement was made between the Authority and three municipalities where- 
by the municipalities would contribute $250,000 towards the cost of extending the col- 
lector sewer which was then being constructed as the main part of the Authority’s South 
Shore remedial works. In 1961 two of the three municipalities passed official resolutions 
to accept the 1956 proposal and to share in the $250,000 contribution. The sewer 
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extension was completed in 1963 at a cost of $480,000 and the municipalities were 
billed in February 1964 for their contribution. No payment has been received by the 
Authority from the municipalities, two of which are said to be under trusteeship of 
the Province of Quebec because of financial difficulties. During 1966 the Department of 
Justice, on behalf of the Authority, appointed an agent to take legal proceedings which 
are still pending. 

(b) The Beauharnois Canal, constructed by the Beauharnois Light, Heat and Power 
Company, was conveyed to the Crown in 1932 with the Company, which has since been 
taken over by the Quebec Hydro-Electric Commission, retaining the responsibility for 
certain operating and maintenance expenses of the Canal. The Canal became part of 
the St. Lawrence Seaway in 1959. The Authority has not been reimbursed its mainte- 
nance expenses on the Canal since 1962 as the Commission takes the stand that it is 
not responsible for these costs because of provincial legislation passed in 1962 which 
dissolved the Beauharnois Light, Heat and Power Company. Settlement of the issue 
continues to rest with the federal and provincial governments. 


The following table summarizes for the past two years the expense, income and 
capital expenditure relating to the non-toll canals operated or administered by the 
Authority: 

Year ended December 31 


1968 1967 
Expense— — —— 
POPC U AOI ANd: MAILED ATICO sca cf) Gite) ads 34038 oa ow Meals SOR ORS ek $ 1,777,000 $ 2,058,000 
Crane Hell OL amuiielpal taxes te f.2. . 8.) ios oat aan ee ae 505 ,000 469 ,000 
Portion of Authority’s administration and engineering expenses ap- 
pucablemourom-toll canals a Ss «aio ba.s cor ooo eed oe ee 492,000 475 ,000 
Age |) A Ge ee 2 ree er een, eee or. ae | 31,000 — 
2,805,000 3,002,000 
iivcome from rentals twharlage Otc. «iis cies su. valde Peale Ae, ane Uae He aA 656 ,000 707 ,000 
ODER UM ONCICLICI LEE Meret MeN oy cu AUe cele Wik. SABRIC, ceo meee, 2,149,000 2,295,000 
RO STOTT CRON ns Boo ins ciecn, aiamgitl t& ‘oie lace < aba s Bien ions wae 97 ,000 34,000 
Operating deficit and capital expenditure.................. 000000005 $ 2,246,000 $ 2,329,000 
Operating deficit and capital expenditure provided for by— 
FEE OORT Y OLETOO Te ore ee ge i Re res et S157 77, O00 $ 
ALTANSPORLEVIOGE, OU Of 100708) oh re' ET ek. Seca Cee. 469 ,000 1,718,000 
miransporiay Obe: 1050). LO6G—6 fo irt weber ietomme Seva eaie) ieee 611,000 


$ 2,246,000 $ 2,329,000 


The smaller deficit in 1968 was due mainly to a decrease of $190,000 in 
expenditure on major maintenance materials and services and $89,000 in salaries, 
wages and employee benefits. The decreases were partially offset by increases of $36,000 
in grants in lieu of taxes, $31,000 in interest expense and a drop of $51,000 in income. 


287. The Seaway International Bridge Corporation, Ltd. This Corporation was 
incorporated in 1962 under the Canada Corporations Act, R.S., c.63, pursuant to section 
24a of the St. Lawrence Seaway Authority Act, R.S., c.242, as a subsidiary of The St. 
Lawrence Seaway Authority to operate and manage the international toll bridge between 
Cornwall, Ont., and Rooseveltown, N.Y. The bridge is jointly owned by The St. 
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Lawrence Seaway Authority and the Saint Lawrence Seaway Development Corporation 
(a United States Government corporation). The Authority’s interest is represented 
by capital stock of $8,000 and promissory notes for $17,000 and the Corporation’s 
interest by debentures of $8,000 and promissory notes for $17,000. Each entity has four 
representatives on the Board of Directors. 


Under the terms of the bridge operating agreement between the Authority and 
the Corporation, the annual net income from operation of the bridge system is to be 
first applied towards the amortization of the cost, including interest, of the North 
Channel Bridge and the remainder, if any, divided equally between the Seaway entities. 


The following is a summary of the operations of The Seaway International Bridge 
Corporation, Ltd. for the past two years: 


Year ended December 31 
1968 1967 
Income— 
PSIG LOS as ee Ro oar cee en Cais See ET EE I ee Eee es $ 448,000 $ 471,000 
DOOR kt eRe Et Par Ane shy Sak WRONG «Meet A TI atl leis eae 18,000 16,000 
466 , 000 487 ,000 
Expense— 
Salaries, wages and employee benefits...........0...000 0 ccc eee 169 ,000 185,000 
Resurfacing OnWNorth Channel epan. .). ..4.< s Gewdeinw wan nee tet 63 , 000 70,000 
israntaniliemehmasicipal taxes. lott oo iia r eh ML ale cl 15,000 13,000 
Rerital-of toll collection machines. vac vce bh «ees kn ¥ aa akc 13,000 13,000 
Maintenance iatenais and services ...0 80 eas ie Pe CO See AR 12,000 15,000 
Auivertising Wie www. gevaks fsb dPivecdiss terion i ieee ee 11,000 11,000 
CTO rics. sree tere eh remand dk 8 sok aun bk San peed Gickaed ea Mma Ne O Mada ete aa eee 21,000 22,000 
304,000 329,000 
Net income—transferred to The St. Lawrence Seaway Authority.......... $ 162,000 $ 158,000 


The amount of $162,000 was transferred to The St. Lawrence Seaway Authority 
to be applied towards the amortization of the cost, including interest, of the North 
Channel Bridge. As this amount was insufficient to cover even the interest charges of 
$504,000 for the year, the unamortized balance increased by $342,000 from $10,053,000 
at December 31, 1967 to $10,395,000 at December 31, 1968. 
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Departmental Operating Activities 


288. Our Reports over the past several years have pointed out that although the 
Financial Administration Act requires that Crown corporations prepare specified financial 
statements annually, there is no general statutory direction to departments and non- 
corporate agencies for the preparation of financial statements in respect of trading and 
servicing operations. A number of departments and agencies, however, prepare such 
statements and some of these are examined and reported on by the Audit Office. 


We have expressed the view that Parliament should in all cases be provided with 
comprehensive financial statements showing the results of these activities. Such state- 
ments should be on an accrual basis and include charges for depreciation of buildings and 
equipment, interest on funds employed and the value of services provided without 
charge by other government departments. The operating results shown by the state- 
ments should be reconciled with those recorded on a cash basis. Each balance sheet, 
which the Audit Office would be prepared to examine and report upon, should show 
clearly the year-end position of the activity. 


This view is supported by the Public Accounts Committee which in its Fourth 
Report 1963 reiterated its belief that “it would be desirable, in order that Members 
may have a clear understanding of the true financial results of departmental trading 
and servicing activities, were overall financial statements reflecting these activities to 
be included in the Public Accounts provided this can be done without undue cost or 
staff increases’. It. requested the Auditor General “to continue to keep the development 
of this objective under close surveillance and to report thereon to the Committee in 
due course”’. 


The Royal Commission on Government Organization in its report on Financial 
Management recommended that accounts of departments and agencies conducting trading 
and servicing operations be maintained on an accrual basis to show clearly the costs of 
operations. The Commission also advocated greater use of revolving funds and ac- 
countable advances to encourage the use of business-type budgeting and production of 
meaningful operating statements to assist Parliament and aid management in the 
control of its costs. 


In 1966 the Treasury Board issued a policy statement on the establishment and use 
of revolving funds and working capital advances and recommended that they be used to 
finance specific activities and programs. This has been superseded by circular letter No. 
1970-7 dated January 8, 1970 which sets out the regulations, effective April 1, 1970, 
which will govern the establishment and operation of revolving funds and working cap- 
ital advances, subject to any Act of Parliament. 
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The circular letter points out that the operations of revolving funds should be 
planned in such a manner that they will be self-sustaining with total costs to be provided 
for and recovered in the charges made for services rendered. These costs are to include 
not only direct outlays for salaries, materials and supplies but ‘a provision for replace- 
ment of capital facilities, interest on outstanding capital advances and costs of common 
services provided by other agencies. 


The circular letter further stipulates that the accounting systems should be on an 
accrual basis whenever necessary. In addition to recording operating expenses and receipts 
they must provide for cost accounting and other records which will permit the ready 
and regular production of manufacturing and trading statements and balance sheets 
equivalent to those which would normally be expected for similar operations in the 
private sector. At the end of each fiscal year a balance sheet, an operating statement and 
a statement of the disposition of the surplus or deficit are to be prepared for each revolv- 
ing fund and working capital advance and submitted to the Auditor General for certifica- 
tion. This new directive is a further step towards the objectives which we have been 
advocating with the support of the Public Accounts Committee. 


Some progress had been made towards these ends under the previous regulations 
as is indicated by the statements of trading and servicing activities of a number of 
departments and agencies presented in the paragraphs which follow. 


289. Agricultural Products Board. This Board operates under the authority of the 
Agricultural Products Board Act, R.S., c.4, ‘and consists of a chairman and two members 
appoinited by the Governor in Council. The Act empowers the Board, under the direction 
of the Minister of Agriculture and subject to approval of the Governor in Council, to 
buy, sell, or import, and to store, transport or process agricultural products. The Agricul- 
tural Products Board Account was established in the Consolidated Revenue Fund in 
accordance with section 5 of the Act and all financial ‘transactions of the Board are 
recorded in this Account. The Board’s activities are administered by personnel of the 
Department of Agriculture and the members of the Board also serve on the Agricultural 
Stabilization Board. . 


The Crown’s equity in the Account at March 31, 1969 was $532,000, represented by 
an inventory of 398,000 pounds of whole egg powder, at cost. 


A summary of the results of operations for the past two years follows: 


Year ended March 31 


1969 1968 
Trading operations— 
Sales 
Eves aod bir Wotnnge. J iiss p42 tate gute we eee abet ik Ree ee ee ae $ 14,000 $ 7,000 
Other (nanly dry skim milk), <a s eee 24 ee eae — 1,303 ,000 
14,000 1,310,000 
Cost of dales U9 A dshah V4 2074 0 I ae, La eh, 15,000 1,577,000 


aces On Wendie, ODOPS ON 965 ss sao es os ae Rl a ee ee 1,000 267 ,000 
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Year ended March 31 


1969 1968 


Estimated value of major services provided without charge by government 
departments— 
Interest on working capital. ...............0% FA Eee Moe Fray iy 08 $ 36,000 $ 106,000 
CHG IES Mie TaD fila Ahi a Pe ateare iT it Raped ige, cular Ate pao aoa ial ante mena apap n 3,000 6,000 
AUER teers Staite a Chua ei tes soe ie ik eee nee 2,000 2,000 
41,000 114,000 
reaps e GHD: VEAL AMME AEE: «6a oa 2 vperisarcieyoberiuanead wives GR vedo mi t'g 2 o POISE Ae $ 42,000 $ 381,000 
Loss for the year provided for by— 
Pree CO UNIOLOUE 7 Smt ne ae a ate cee cs xe ai cit soot sane eat ees $ 1,000 $ 267,000 
Government departments which provided major services without charge 41,000 114,000 


$ 42,000 $ 381,000 


290. Agricultural Stabilization Board. This Board, consisting of three members 
appointed by the Governor in Council, was established by the Agricultural Stabilization 
Act, 1957-58, c.22, and has the responsibility for stabilizing prices of agricultural com- 
modities at levels bearing a fair relationship to their cost of production. Stabilization 
measures take the form of the purchase of commodities at prescribed prices, payment to 
producers of amounts by which prescribed prices exceed those determined by the Board 
to be the average prices at which commodities are currently being sold, or payments to 
processors for the benefit of producers. The Agricultural Commodities Stabilization 
Account established in the Consolidated Revenue Fund finances the activities of the 
Board. The net operating losses on the operations of the Account and the administration 
expenses of the Board are met from moneys appropriated by Parliament for the purpose. 


There were no inventories at March 31, 1969 and the Crown had no equity in the 
Account at that date. 


The results of the Board’s activities for the past two years are summarized as fol- 
lows: 


Year ended March 31 


1969 1968 


Payments for stabilization of the price of milk for the benefit of 
producers (including $134,845,000 to the Canadian Dairy Com- 
Trion IN. 1OGS-O9) socks bese cs sss ye ws sy ce eeeete ulead $ 134,847,000 $ 181,808,000 
Deficiency payments— 
IDOE COS er an Gate eee eres eee Ree See 5,668,000 5,438 ,000 
OLS e ip aceled anya y aot Ara EAP SRA MAC OA Aa Sr AE 2,493 ,000 2,466 ,000 
Aa is NE re Sle gan tn Aan ak eR raha ore Wray So) 4unch ae 763 ,000 944 ,000 
eet te PO tN a aha ye eee ee eS, 141,000 14,000 
9,065,000 8 , 862,000 
Loss on commodity sales ($36,000 of cheese in 1968-69)...... Sess 6,000 549 ,000 
Administration— 
SOLER VON G82 tral ae pageale Sygate aii aoaphatae al an ahars ie oa ta ye le via 299 ,000 404 ,000 
Ore erecrignars dee Coda nbs hPL) athe 5 bs se aan a SS 24 ,000 22 ,000 


323 ,000 426 ,000 
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Year ended March 31 


1969 
Estimated value of major services provided without charge by govern- 
ment departments— 
Interest Ol WOLKEND LADIGALL vcs Sir vice Sets oa eR tee Biers wet ae $ 3,748,000 
Part-time management and support services (Department of 
PAD TICUNSUITE Me orci eS hay ceraiseg Pins cee eee aoe a ef ame taka hte aS 48 ,000 
Himployee Denattay oot eo reits were eae re te aes he rae 47 ,000 
ACCOMMODATIONS Jape Great 5A ie See ey atc al eke 19,000 
Accounting Miia, pustal, services.,.2 4:5 ok eupab unk wueoakenes€ 16,000 
3,878,000 
PGs OT UNG NORV ante we eley a ta clean wane tole ane aati IRIE Novices ole oda te $ 148,119,000 
Loss for the year provided for by— 
PROTICUREIITE GORE TB Biya 516 ee eae as ote es ee he Asa. ROSEN ec arid oh ca ibe $ 148,918,000 
ARTICUILUTC WOUGTION . vs aie bees ot Cae ts home es Oe ea ee 323 ,000 
Government departments which provided major services without 
charce? . BATA BS Bilis, 2 coker Nik ea 3,878,000 


148,119,000 


Portion of loss not provided for in 1967-68, subsequently charged to 
Aorioulture, Votes f tof 1968-60 wisi dsanceeer elt ieee. eine. 


$ 148,119,000 


291, Agriculture Revolving Fund. Vote 783 of Appropriation Act No. 5, 1955, 1956, 
c. 60, authorized the operation of a revolving fund for the purposes of financing the 
production of new and improved varieties of seeds, and the acquisition, maintenance 
and development for experimental purposes of livestock, poultry and eggs, including 
administrative expenses of all authorized projects. The balance of the Fund may not 


exceed $620,000. 


The Crown’s equity in the Fund at March 31, 1969 was $303,000, represented by 
inventories of livestock, poultry, seeds and supplies, $283,000, and accounts receivable, 


$24,000, less accounts payable, $4,000. 


$ 


1968 


3,419,000 


48,000 
25,000 
19,000 
22,000 

3,633,000 


$ 145,178,000 


$ 139,743,000 


426 ,000 


3,933,000 


1438 , 702 ,000 


1,476,000 


$ 145,178,000 


A summary of the results of operations for the past two years follows: 


Cost of experimental and development projects— 


Balaries and Waget.su 7 eae Wee kok es Gitano eee eee ae 
TeV OOK A CO ureem abun Re on ac cue | ON oa, akan tp eR AI ee 
GOe, BIG OL NGG UO eta sc ba hat ee actu wae Oe A Gee ae 
AD COMMON Eas ROC 5 lace 20Y pte esas a eS OR Ge SO eee ae 
PCMIMIStTAtlOn wal. ae Mo Wi ce hee Soda dae Sipe ee Tea or Oe 
LB LOPOR OLE AW ORI OA DEAL © tos hicadsniccusarsestarstercoemon anaes wameasn imine 
Misvellanedtigne OO Path P8ba & 2.0 woe oim een nnen i dra ee Once 


Proceeds from sales of livestock, poultry and seed crops 


eecreee eee eee eee 


Net cost of projects for the year 


OO) .@ ee (@) ) oe Yao la "6; (wie) 2) 8; (8) SD Oe Ne) “el -@ tele) ues a) wi 8) 8) .e. 8) 


Year ended March 31 


1969 


— 


399 ,000 
323 , 000 
130,000 
124,000 
50,000 
16 ,000 
25,000 


1,067 ,000 


573 ,000 


494 ,000 


$ 


1968 


377,000 
304,000 
151,000 
86 ,000 
53,000 
12,000 
26,000 


1,009 ,000 


$ 


564,000 


445 ,000 
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Year ended March 31 


1969 1968 
Net cost of projects provided for by— 
Department of Agriculture appropriations..................000. $ 421,000 $ 408,000 
Government departments which provided major services without 

COUTSG Otay binse ls. Maver. shel), th, eS. eee 143 ,000 101,000 
564,000 509 ,000 
Less: Amount transferred from the Revolving Fund as revenue.... 70,000 64,000 
$ 494,000 $ 445,000 


292. Airport operations. The recorded capital investment of the Department of 
Transport in airports and associated facilities, including aircraft, aircraft spares and 
special equipment, as at March 31, 1969 was $745,185,000 compared with $711,555,000 
at the end of the preceding year, an increase of $33,630,000. 


The following is a summary of the revenue from civil aviation airport operations 
for the year, together with comparable figures for the preceding year: 


Year ended March 31 


1969 1968 
Aircraft landing fees— 
BEANS -OCCAINIG. Si iuntese cis les hols sade) Pa Ue Sake on 5 Bakes Pye yar ae $ 8,220,000 $ 7,171,000 
RE MSILECSOLOLE Ge MEY Prt Bhs Mire mien Wy exer Se RNa OS Dre ant 6,524,000 5,767,000 
praue-borderocas 1. eit. oe). wetiile . bland. aerate. 2,594,000 2,267 ,000 
OLS gecreasees ak ARS gy Ao ylacAR, cg N OEE te Oe ee 27 ,000 16,000 
17,365,000 15,221,000 
Rentals— 
COTA EHO SDACEW Re 6 CFs ay HAS p ina ce va rote timer cates 2,880,000 2,539 ,000 
BeaiiCleeretr. ake re ee Ak tee NO ae. Cay SRE UE Ace eee eae 1,000,000 823 , 000 
PIRI UGE LETS On hittin che antant amet. che ya hy ate tetas Wie, Sheets Ae 635 ,000 477 ,000 
ERAN GAS ocwabynt, &. aust b> aay « Pacedlds een oraieeat s ward TIES hE eevee, Won 164,000 127 ,000 
ROL reaper, Sree a) hae oi EN Buta a wae aha n che ate is ke oem absinw va 1,155,000 622 ,000 
5,834,000 4,588,000 
Concessions— 
ECE TOT Ode TG i | Eee tee One Ne Sie MMS amen Bera 5 GUY AIR 5,474,000 3,662,000 
CENT Gig cit PORES, SRREe. | ROE RN SUR Vee oer eee mt Oke ha eee 2,529,000 2,132,000 
ETS Ee IL id i ttl ine in Sc OR ea a es a 3,829,000 3, 406 ,000 
11,832,000 9,200,000 
Miscellaneous— 
Joint user terminal facilities charge— 
UPA ig PRE TATE 4 GS Ee tt Ge am tar Parent Teer ee me 1,636 ,000 228 , 000 
WDOMIGHEIO AS, ences ahs Toe ME eh Peet heaton bate 1,284,000 790,000 
(Ou Ore beard: fon ale. aye weer). 44, boa. heer cts. eco: . ose 2,769,000 2,412,000 
5,689,000 3,430,000 
OER TOVOIUO tT 4 pele amas Sark Ke PANE AL, MONE, Pes woe ee gE She eas $ 40,720,000 $ 32,439,000 


The provision for “Airports and Other Ground Services—Operation and Mainte- 
nance” (included in Transport Vote 30) was charged with expenditure totalling 
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$39,964,000 for the year 1968-69, an increase of $6,474,000 over the corresponding figure 
of $33,490,000 for the preceding year, and credited, for the first time, with revenue aris- 
ing from airport operations amounting to $40,720,000. Revenue arising from airport 
operations exceeded expenditure (excluding new construction) by $756,000 as compared 
with the excess expenditure over revenue of $1,051,000 in the preceding year. Both the 
revenue and expenditure figures shown for the year 1968-69 are understated by 
$599,000 as a result of recording the net revenue only from car parking lot operations 
at nine airports and from roomette and conference room facilities at one airport 
(see paragraph 181 of Volume I of this Report). 


The operating results are recorded on a cash basis and do not include any provision 
for amortization of airport construction costs, interest on funds employed, or other 
costs such as a portion of the expenditure charged as air services administration, which 
must be taken into consideration in order to determine the full cost of civil aviation 
airport operations. The Department does, however, maintain accounts on an accrual 
basis for its operations at 17 of the major airports, which together account for approx- 
imately 89% of the revenue from civil aviation airport operations, and prepares there- 
from periodic financial statements for management purposes. 


In addition, there appear on pages 24.67 and 24.68 of Volume II of the Public 
Accounts ‘‘Consolidated statements of operating results and investment position for 195 
airports covering the fiscal years ended March 31, 1969 and March 31, 1968”. These 
comparative statements, which include provision for depreciation, interest on investment, 
administrative overhead, and employee benefits, show that the Department incurred a 
loss of $57,876,000 on operations for the year, an increase of $1,134,000 over the loss of 
$56,742,000 for the preceding year. However, the figures given in these statements for 
the year ended March 31, 1968 related to only 190 airports. 


293. The Board of Grain Commissioners for Canada. This Board, consisting of a 
chief commissioner and two other commissioners appointed by the Governor in Council, 
is responsible for the administration of the Canada Grain Act, R.S., c.25, including the 
inspection, weighing, storage and transportation of grain, the fixing of tariffs, the estab- 
lishment of standards and any other matter relating to the handling of grain. 


The following is a comparative summary of the results of operations for the past 
two years: 
Year ended March 31 


1969 1968 

Expenditure— ail vara 
Peal aried Mintaro ns CL dns vase als £apis a siace ule dle arede Bins Wk eee Rn: $ 6,536,000 $ 5,196,000 
BDI VOO ONO LCS ciel ac cw skis Oe ee, Valois SK RM OR GER eet aS Bae 617,000 447 ,000 
CS isin Ds tc abs Bah th din Rae SU ae Rite Ee Bee RR ee Re a ae te Secs 224 ,000 182,000 
Soke Oa | yt) ee ee ree ery Ee NUS eE Sy Sila tear hh dy airs 220 , 000 216,000 
dD SEAR: Ch eee pe ering genni tD WR emer My de i a diye Moen espemny Stepp Ma Uh 120,000 165,000 
‘LERDSDOTUAUION fic. CONTIN INCA EON fn. Aa Nat aCe Or eee ne pea: 105 ,000 78,000 
Materials, supplies and office equipment............... eee eee eee 104,000 107 ,000 


Others s4044 eacw hie eiiereeae eek est). doo. piece 115,000 150,000 
8,041,000 6,541,000 
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Year ended March 31 


1969 1968 
Revenue— 
Peracotn en. © he PAI Fa 4 FOTO YES, oR $ 2,626,000 $ 3,006,000 
PV GCres neem RL Ti Tw LLL at ee, belts Mine! OURS ea, “ebay 1,293 ,000 1,491,000 
DOrear At lOUe Al GANGOM ATS 2 <5 olla: cxcck « wie nietans dl owe « Bivks «eae 130,000 88 ,000 
DCCs T Te PEM ORE Pe ee CLI one's IE lee #iu ao Hs mig Ea 4 WOON 27,000 28 ,000 
LAS CPSs ee sthe ga eye I manent RET eh 27,000 12,000 
4,103,000 4,625,000 
PEXGee EX DCDCIGUIE GVEL TEV EIU Oa see 4 ob 5.0 6+ 0a gd so nova esa o Hauer $ 3,938,000 $ 1,916,000 
Excess of expenditure over revenue provided for by— 
EEE CIIEO’ V LOR ANC fos gy. ascents oases, «, rads 6sh Scdeaimrieseunysion Reltenene $ 7,347,000 $ 6,004,000 
Maoh Grr Ain “A CAP SOCUOD I oe oo cats. os s.0si st ecotoset oon « SUS 61,000 68 ,000 
Government departments which provided certain major services with- 
LEO LIEE EO APN errr sete 6 eh dle on Cee Leas oo a oe Bee 633 ,000 469 ,000 
8,041,000 6,541,000 
Pea ECG hal Mi shok Fi eg is Se Eee 8 ko oo aR EES Ee oe heseale Te 4,103 ,000 4,625,000 
$ 3,938,000 $ 1,916,000 


The increase of $1,500,000 in expenditure was mainly due to retroactive salary and 
wage increases while the decrease of $522,000 in revenue was the direct result of the 
movement of smaller quantities of grain. 


294. Canada Pension Plan Account. The Canada Pension Plan, 1964-65, c.61, pro- 
vides for a comprehensive program of contributory old age pensions and supplementary 
benefits for most persons in the work force in Canada, whether employees or self- 
employed, with the exception of those in the Province of Quebec who are covered by a 
parallel provincial plan. 


Section 110 of the Act established the Canada Pension Plan Account within the 
accounts of Canada to which all contributions, interest and other amounts received under 
the Plan are credited ‘and to which benefits and other payments under the Plan, includ- 
ing administration costs, are charged. Section 111 of the Act established the Canada 
Pension Plan Investment Fund, also within the accounts of Canada, in which invest- 
ments in provincial and federal securities are recorded. 


The Act requires the Minister of National Health and Welfare to make an annual 
report to Parliament on the administration of the Act, including a statement showing 
amounts credited to or charged to the Canada Pension Plan Account and the Canada 
Pension Plan Investment Fund during the year. There is no requirement in the Act for 
the Auditor General to report upon this statement although such a provision would 
appear desirable. However, as both the Canada Pension Plan Account and the Canada 
Pension Plan Investment Fund form part of the accounts of Canada, they are examined 
by the Auditor General under the provisions of sections 67 and 69 of the Financial 
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Administration Act. This examination includes a verification, by test, of transactions in 
the two accounts, a review of accounting and internal control procedures and confirma- 
tion of the investments of the Fund at the year-end. 


The following is a summary of the transactions in the Canada Pension Plan Account 
for the past two years: 


Year ended March 31 


1969 1968 


IVeIanCe ay Weelniine UL VOar . esi. aha 3-9 eke cak Os Ons raat e iets $ 1,352,754,000 $ 680,881,000 
Receipts— 
Contributions from employers and employees............ 697 ,626 ,000 640 , 244,000 
TACETES HOM. 14 VESCHION U6 Mt o. tol. 5. hhc. ott as oases ee eR Rem: Fs to nc 5 he 84,372,000 42,193,000 
Interest on the operating balance. .. 2.0... cc ee ee es 2,438,000 ==. 1,385 ,000 
Other income $1 }i4,s Piss ghee SOO Oe ee ets 590 , 000 835 , 000 
785 ,026 ,000 684,657 ,000 
Disbursements— 
Benefit payments: 
Retirement pensions /.\: 405 . meres eee. 5,309 , 000 1,070,000 
PCR TR EOIN S re es os 2 irs ods nih cee ae 4,227 ,000 185,000 
Witlows DCHSIONS, «5.0 ic tse oho Oct cee we eee 3,992,000 9,000 
Orphans henestes: . OK, ge eek! Lees eae 2b 2,037 ,000 4,000 
Disabled widowers pensions.............0000eee eee 2,000 — 
15 , 567 ,000 1,268,000 
Administration expenses). Sa SS a pia, eae ek 14,455,000 11,516,000 
30 , 022,000 12,784,000 
Excess of receipts over disbursements................0 00000 755,004,000 671,873,000 
Balanterattendcot year. aCe A SU OE $ 2,107,758 ,000 $ 1,352,754,000 
This balance comprised— 
Lnvestaient Fun oe oe eee le ik pe aes $ 2,022,947 ,000 $ 1,280,788,000 
Operating Dalanice. cme, 05 aie rete hbo cae cunbar Syuaded 84,811,000 71,966,000 


$ 2,107,758 ,000 $ 1,352, 754,000 


Transactions are recorded in the Account on a cash basis and hence no amount has 
been included for contributions relating to periods prior to March 31, 1969 but received 
after the year-end or for accrued interest of $35,432,000 on investments. 


The item “Other income” comprises $397,000 in penalties and interest on late pay- 
ment of contributions, $105,000 received from the Quebec Pension Plan in respect of its 
share of charges relating to the registration of employees, $74,000 derived from electronic 
data processing services performed for others, and $14,000 received from the Quebec 
Pension Plan in respect of its share of benefits paid to dual contributors. 


Retirement pension payments commenced in January 1967 and at March 31, 1969 
there were 58,286 recipients, an increase of 38,611 since the previous year-end. Survivor 
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benefits became payable in February 1968. During the year 9,051 lump-sum payments of 
death benefits were made, compared with 316 in the previous year. At March 31, 1969, 
7,073 widows pensions, 8,495 orphans benefits, compared with 75 and 92 respectively at 
March 31, 1968, and 5 disabled widowers pensions were in payment. 


The following schedule shows the administration expenses charged to the Account 
during the year with respect to services provided to the Plan by various government 
agencies: 


Unemploy- 
Department Department ment 
of National of National Department Insurance 
Revenue Health and of Com- 
(Taxation) Welfare Finance mission Total 
EIA Me ge he, ii do Buia x aob ies & $ 5,465,000 $ 2,908,000 $ 678,000 $ 250,000 $ 9,301,000 
Office expense, stationery and 
UTAIONY et iale so Sealy 3 as 582 ,000 158,000 512,000 37,000 1,289 ,000 
Employee benefits............ 364 ,000 571,000 84,000 31,000 1,050,000 
YG Be Ua i 617,000 313,000 1,000 = 931,000 
Accommodations. 2.7.5.0... 384,000 352,000 79,000 46 ,000 861,000 
ACORUICU Ge eee ae a 197 ,000 172,000 —= — 369 , 000 


SOR GEMER ees se fee hee ie. dee 218,000 270 ,000 68 , 000 98 ,000 654,000 


i EEEEEIEEEEEEd 


Administration expenses increased by $2,939,000, from $11,516,000 in 1967-68 to 
$14,455,000 in 1968-69, comprising increases of $2,697,000 for salaries and employee 
benefits, $215,000 for accommodation, $175,000 for travel and $123,000 for other ex- 
penses, offset by decreases of $163,000 for advertising and $108,000 for office expense, 
stationery and equipment. 


We have noted in previous Reports (paragraph 300 in 1968) that the Treasury 
Board has given to the Department of National Health and Welfare, as the Depart- 
ment administering the Plan, the right to review and audit all charges made to the 
Canada Pension Plan Account by other departments and agencies. An interdepartmental 
committee, which was assigned the task of reviewing the manner in which costs were 
being allocated to the Plan by departments and agencies and of recommending the man- 
ner in which the audit of charges should be made, completed its study in May 1968. It 
recommended that the audit be made by internal audit groups of the servicing depart- 
ments and agencies. However, pending the establishment of the departmental internal 
audit groups, no internal audit of charges against the Plan has been made. 


The Act restricts the investments of the Plan to securities of Canada or the prov- 
inces, or securities guaranteed by the provinces, which are not negotiable, transferable 
or assignable. The amount available for investment at each month-end is determined 
by deducting from the uninvested balance in the Account the estimated amount re- 
quired to meet all payments during the following three months. This amount is allo- 
cated monthly to the various provinces in the ratio that contributions originating in 


280 REPORT OF THE AUDITOR GENERAL — 1969 


each province bear to the total of all contributions. Any balance not required for the 
purchase of securities offered by a province is to be invested in securities of Canada. The 
rate of interest on securities purchased for the Investment Fund is determined by the 
average rate of interest on outstanding obligations of Canada at the time of purchase. 


At March 31, 1969 securities of Canada and the provinces bearing interest at rates 
varying from 5.29% to 7.17% were held as follows: 


Gigi: ae Enna gt Mies SFE mn REA MORE as AUC foay AEM AT heh trait Lo ROMeR EP Een ram erin ces ethan ncy vege oh kr $ 1,140,592,000 - 
TREES COlUID DI beaver h Ee TAs aaa 5) asst eh Soe ea oti ero nc 9 WE TR te Ge ee 293 , 593 ,000 
(115) 545) ORE rose GCee emer mM G RUNGE sire noe Rae meiem™ ENS 9 aE Et eval ie 181,758,000 
Man itObG txnodtnaaues oe calle. demditournal boc Lee ele box s+ inane ee eee tee 118,662,000 
Saskatchewan .\ . amine bce 6 sb ae Bs ov ee a URE. ..2 sae eR na ee 91,465,000 
ANU ERO UIE 4, chime te aae's iain: 5. steppe ceadl seo oa I vic Cetin oct ees eee 77,091,000 
INOW ESCA ECE co i casndassuccac tics cl autres cha waeds duis Ta michapaa ACag ohs tis ss cainsercnaedt URC EN eae 58,774,000 
IN OWTOUNG LONG side vce caine 2 cic wisca.y eo tals raccea Me RS 0 as tans) 4, ee 37,930,000 
PYUCE. FUL WAL SLs ANIC cog o.sist Petits os cose ek ce Oo ee esti «arc EV es Ree 7,145,000 
CRATE 5 Bla se tepieeV5R: «is sie shies Gomi Se ane Ake ALES BO Ue ELL he es ee ee 4,622,000 
Gi: 24: ioe ig A Di Nhl Dace SPI OR Beds Piet SRM REE ooh nh ee ONE SEN USE Th tad 11,315,000 


$ 2,022,947 ,000 


Judges, and members of the Canadian Forces and the Royal Canadian Mounted 
Police, employed in the Province of Quebec are excluded from participation in the 
Quebec Pension Plan and have been brought under the Canada Pension Plan. As their 
employment is in the Province of Quebec, their contributions to the Canada Pension 
Plan, and those of their employer, have been allocated to that Province, which accounts 
for the investment in securities of the Province of Quebec. 


295. Canadian Government Elevators. The Canadian Government Elevators com- 
prise six elevators located at Moose Jaw, Saskatoon, Calgary, Edmonton, Lethbridge 
and Prince Rupert, which are operated by the Board of Grain Commissioners for Canada 
under authority of section 166 of the Canada Grain Act, R.S., c.25, and Order in Council 
P.C. 1372 of August 19, 1925. 


The Crown’s equity in the Elevators at March 31, 1969 was $14,767,000 represented 
by fixed assets, $18,761,000, and working capital, $1,006,000. 


The following is a summary of the results of operations for the past two years: 


Year ended March 31 


1969 1968 
Income— 
PIOOPAGO i. isis dist eke SRR ce Soca ee cas aR ee ee $ 1,138,000 $ 1,190,000 
EJOVOMOLNS Sree gute Oe Cee KM Pe ee ae a ee ee | ee eS 650,000 465 ,000 
Drying ria clea re ics et SaaS eee ea ee ee os 379,000 25 ,000 
SOPOT S po ncbsiia nie av ietenarnetnbs alg ctik a pees a See ce AA 110,000 263 ,000 
CPALUNE 5 23 vk acai © mtv Cpl oe ERO rede i PE eee nea ee 84,000 53 ,000 


Giiiero SA OIE: TSTTR SAM Ee Bee RPE Serene 48 ,000 80,000 


2,409 ,000 2,076,000 
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Year ended March 31 


1969 1968 


Expense— 
SSMS eee CIN ARTIS she aie tual AB eins Wass hd ac daw «4.0 suite xduasiinn $ 1,430,000 $ 1,098,000 
Co ves Wrclig © SAF mt. Reames camacel pale te cesta. ona sgh AM tlic fy, I na 133 ,000 88 ,000 
POL Ik HOG Grr EB XGe tits Sees. Gly Dene eis wi ere oto sd. HE 377,000 173,000 
Maintenance—buildings, plant and equipment.................. 210,000 198 ,000 
INE aot ag OO aA eg ie ARORA oe ee ary oe 143 ,000 114,000 
Ree Ne rte Me ed tua IM, a laters g kU Vices task « ti as aL tt 93 ,000 90 ,000 
Dralie OrEaom alse COMMUNICAUIONS.-. 63. es Fk ce ce teat cate 28 , 000 16,000 
Preconmiune ale wheque issue oe a OR OE 3,000 10,000 
ere Crear ek) Bogen Mirai) dh dl ds bite eack occ cmnieeh. hinadereni «aie GUE odo 17,000 15,000 
2,434,000 1,802,000 
Operating loss (profit) without provision for depreciation............. $ 25,000 $ (274,000) 
Operating loss (profit) provided for by— 
At OT OLN OCOu Mame? edb tds 8s 52, 3 sis ga bc Wah HOON BOC CLAS $ 2,298,000 $ 1,704,000 
Government departments which provided certain major services 
PNG MevONarye y sab terpaen me erred. Bas 2 sie EGS Swehn athe 136,000 98 ,000 
2,434,000 1,802,000 


Less: Income transferred or to be transferred to the Receiver General 2,409,000 2,076,000 


$ 25,000 $ (274,000) 


The increase in income of $333,000 was mainly due to the wet harvesting conditions 
which required the extended use of grain dryers to condition the damp grain directed to 
the elevators. Receipts of grain increased from 12.9 million bushels in 1967-68 to 17.7 


million bushels in 1968-69. 


The increase of $632,000 in expense resulted mainly from retroactive salary and wage 
increases and from the decision to pay grants in lieu of municipal taxes at 100%, com- 
pared with 50% for the previous year, of the amounts that could be paid under the 
Municipal Grants Act, F.S., c.182. 


A loss of $139,000 during the year by the Lethbridge elevator was the twenty-fourth 
consecutive annual loss, the accumulated deficits totalling $1,236,000. We have been 
informed that the Board is giving consideration to the licensing of this elevator as 
a country elevator to service the area. 


296. Canadian Government Printing Bureau. The Printing Bureau, a branch of the 
Department of Supply and Services, operates the printing plant in Hull, Que., and small 
printing units across Canada. Its operations are financed by means of a working capital 
advance (the Queen’s Printer’s Advance provided for by section 37 of the Public Print- 
ing and Stationery Act, R.S., c.226, and since the repeal of this Act on April 1, 1969, a 
revolving fund authorized by Vote L104b, Appropriation Act No. 1, 1969, 1968-69, c.23). 
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Although the balance of the Advance was $1,578,000 at March 31, 1969 the Crown 


| 
| 


had no equity in this balance which was tied up in accounts receivable of $748,000 due | 
from government departments and agencies and a loss of $936,000 on operations for the | 


year which was not provided for by parliamentary appropriations (see also paragraph 


| 


237 of this Volume). Inventories of work in process, materials and supplies, and prepaid | 
expenses amounted to $1,332,000 and were offset by accounts payable of $1,455,000. | 


Assets of the Bureau which are not included on the balance sheet as at March 31, 1969 | 


are equipment with a cost value of $7,153,000 and monotype and linotype metal and 


| 


matrices valued at $484,000. Equipment purchases are now charged to cost of sales in | 


the year of acquisition and the cost of linotype and monotype metals and matrices is 
amortized over periods of one to three years regardless of the extent to which the metal 
is used in any year. 


The following is a summary of the results of operations for the past two years: 


Year ended March 31 


1969 1968 
ales dae helen FRG ed a ae hake Es ne eae dates. ee $ 16,962,000 $ 16,850,000 
Cosviobeales:? . oer eS iar seh Yul. Rails ears es ate ee 16,687 ,000 15,479,000 
CTEOSR DLO Listas yi aeiotmeasiasieesineek & bisce oacne aie oe Ree eee eee eee rete 275,000 1,371,000 
IMOTHIRISUR ALIVE CXDETICO TS sce Me ok cua cea s Penn Cate ere a 1,211,000 743 ,000 
Lossi(pront) 108 the Weare. bin oak vin cco Boies at ice eee $ 936 ,000 $ (628 ,000) 


The cost of operations does not include the value of accommodation and other 
services provided without charge by government departments or depreciation on equip- 
ment previously acquired from parliamentary appropriations and still in use. However, 
the full cost of equipment purchased during the year, $538,000, has been included. (See 
paragraph 51 of Volume I of this Report.) 


297. Canadian Government Supply Service. This Service, a branch of the Depart- 
ment of Supply and Services, is financed by a revolving fund established on April 1, 1966 
by Vote L18e, Appropriation Act No. 4, 1966, 1966-67, c.6, for the purpose of acquiring 
and managing stores; for manufacturing, producing, processing or dealing in stores or 
materials; for the purchase and supply of repair services for office furniture and equip- 
ment; and for freight services. The purposes of the revolving fund were extended by Vote 
L13g, Appropriation Act No. 2, 1967, 1966-67, c.86, and Vote L22a, Appropriation Act 
No. 7, 1967, 1967-68, c.8, to include the procurement of insurance coverage at bulk rates 
on the movement of household effects and the financing of the travel accounts rendered 
by carriers for services arranged by the Central Travel Service. The revolving fund may 
not exceed $10 million plus amounts owing to it by government departments and 
agencies. 
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The Crown’s equity at March 31, 1969 was $3,392,000 represented by inventories of 
$4,544,000 and a deposit premium on transit insurance of $7,000, offset by accounts 
payable to commercial suppliers of $1,159,000. 


The following is a summary of the results of operations for the past two years: 


Year ended March 31 


1969 1968 


Services to government departments and agencies—at cost.......... $ 4,321,000 $ 1,307,000 
Supply operations for government departments and agencies— 
Valle. ante Weed a Bele wey QO .. 1k. deeals kad $ 11,045,000 $ 12,207,000 
CODE Gb GPS sala ORE ye cl ae ees) 9,771,000 11,592,000 
Re OMS COE ler he kB eM aah hice ial SusuarBeaa xe. « sh hdgdh kegs 1,274,000 615,000 
ED OOS ETUTN, B=. gee aeons Petre aimed la art ees ht Ae a eat Bin et 45,000 71,000 
Profit transferred from the revolving fund as revenue.............. $ 1,319,000 $ 686 ,000 


The cost of services rendered and the cost of the supply operations do not include 
administration expense, depreciation of equipment and the value of accommodation and 
other services provided without charge by government departments. An example of such 
costs is the expense of operating the stores warehouse known: as No. 1 Supply Centre at 
Ottawa. In 1968-69 this exceeded $2,000,000 and was charged to Supply and Services 
Vote 5. 


298. Central Data Processing Service Bureau. Vote L99e, Appropriation Act No. 
4, 1966, 1966-67, c.6, authorized the operation of a working capital advance account for 
the purpose of providing data processing and related services to departments and 
agencies. The amount outstanding at any time, after deducting all amounts due by 
departments and agencies, shall not exceed $1 million. 


A summary of the operations of the Bureau for the year ended March 31, 1969 
follows: 


Income— 
Heewandirental- Outside computers sw kers hk Werk os Re eS. Ges ae ee ee $ 3,392,000 
Pecsvana Fete Bureau COMIPULC! ss. deters «oo 25's be ONG See eee ee eee Leen 2,000,000 
Brogranimaing Services a5 ts xot ss +4 MOS whee eh ele « bis Sin o BU We Wed eee ara Wea aa ORE 212,000 
5,604,000 
Expense— 
Rentalior Ouiside com puvers seal Aaa ay eRe ee ne At oe La eae, NE 3,329,000 
Rental o@ Bureau, computers teasiatsines cand ns du tagukd « eoreboiudt -Atuen aeueee weer ernie Se 1,448,000 
Se riee oar OILY Ce WENCH a 1, stick < thee niece ob aie ae ae eine aie erm hey har uage wre 734, 000 
MAD LeU IN SUP DULCR ene ere ile 5 Po MBs bas Fie Ae Uh Ai gl hana ee Mipele aaa eee SIR oy tg 121,000 
ACCOMINOUM ATION 14. costs chueculdcdd Sede Be alee yo Phan tra are cand reels Are aire teeta, hd se, 110,000 
TCO mas MAUS CEUICOO no en On Gk cis Lalale saa Coc 4, seh napa eb ar tue te Saas etal ee aE cee a 103 , 000 
CJEDCE te Bisa Fly en, MAD IE Me ATOR SP OS, SARE MOR Pe Oa rt 152,000 
5,997,000 


7 OGANNe TOV AG eRe, 4. ALE ane eee ae Ue Bn SEW ote Petite, octlcs Lave Malate Oe « antes $ 393,000 


The Bureau had an accumulated deficit of $525,000 at March 31, 1969. (See also | 
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| 
paragraph 237 of this Volume.) | 


299. Defence Production Revolving Fund. Section 16 of the Defence Production | 
Act, R.S., c.62, established the Defence Production Revolving Fund for the purpose of 
acquiring, storing, maintaining and transporting stocks of materials or defence supplies, 
and providing working capital loans and advances to persons engaged in defence work. 
The balance of the Fund may not exceed $100 million, a limit which has not been > 
approached in recent years. | 


The balance of the Fund at March 31, 1969 was $34.5 million which included $7.3 | 
million representing the inventory of strategic materials and the cost of stolen cobalt. | 
The realizable value of the strategic materials, estimated at not more than $2 million, 
and the potential losses are commented on in paragraph 238 of this Volume. 


Also included in the year-end balance were loans of $6.2 million to manufacturers 
to assist them in the acquisition of capital equipment. These loans, which were made 
contrary to section 16(2)(c) of the Defence Production Act, are commented on in para- | 
graph 174 of Volume I of this Report. | 


The Fund’s operations for the past two years are summarized as follows: 


Year ended March 31 


1969 1968 | 


ae Ae oe | 
palesof defence supplies! at.cost sw tuls ary « ie die sat ev siepreee ured < Siete $ 23,563,000 $ 25,400,000 
Meterest MMCOMEL a. OUEe Tee Fae Ces APOE cee eS ee et oe $ 715,000 $ 780,000 
Profit on disposal of strategic materials. .......... ccc cee ceecceces 46 ,000 54,000 
Net income for the year transferred from the Revolving Fund as rev- 


eres iA Ope aA a he ese et epee eh meerl Seca gh pain ey $ 761,000 $ 834,000 | 
| 
300. Fisheries Prices Support Board. The Fisheries Prices Support Board, consisting | 
of not more than six members appointed by the Governor in Council, was established | 
under the Fisheries Prices Support Act, &.S., c.120. The Board is responsible for in- 
vestigating and, where appropriate, recommending action to support the prices of fish- 
eries products, in an endeavour to secure a fair relationship between the returns from 
fisheries and those from other occupations. Support measures take the form of the 
purchase of a fisheries product by the Board at a prescribed price or the payment to a 
producer of the difference between a prescribed price and a lower average price at which 
a product is sold during a specified period. The Act requires that an account called 
the Fisheries Prices Support Account be maintained to which shall be charged all ex- 
penditure other than administration costs, which are met out of moneys appropriated — 
by Parliament for the purpose, and to which shall be credited the proceeds of sales of 
fisheries products. The Act also provides that the net operating profit in each fiscal year 
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shall be deposited in the ‘Consolidated Revenue Fund as revenue, and that the net 
operating loss in any fiscal year may be recouped from moneys appropriated by Par- 
liament for the purpose. 


The balance of the Account, $23,800, at March 31, 1969, represented the cost value 
of year-end inventories of canned mackerel, $13,000, and dried salted cod, $10,800. 


A summary of the results of operations for the past two years follows: 
Year ended March 31 


1969 1968 


Trading operations— 
SE Nee lags ie TET TT MUTE Te eee cet oe aerate $ 997,000 $ 575,000 
Ost OD SHICC NST Vel et Cais Aka LEK Dee Le Ah LOCA 2,558 , 000 1,127,000 
Those OO Lradine Dperations., vid secs ac 20s PROS AR 4 TS 1,561,000 552,000 
—by commodities, 1968-69— 
Cost of 
Sales sales Loss 
Dried salted cod........ $ 231,000 $ 1,628,000 $ 1,397,000 
Lake Erie yellow perch... 713,000 864,000 151,000 
Canned mackerel........ 53,000 66 ,000 13,000 
$ 997,000 $ 2,558,000 $ 1,561,000 
DISA CIere Day ments —-PTOUNRAHEN sho ede head a ida olla oe ee ee OOO 4,189,000 — 
Netroperating 10es forthe year oe fs ens es Ce eS ee $ 5,750,000 $ 552,000 


The Fisheries Prices Support Account was relieved of the losses of both years 
through a charge to Fisheries and Forestry Vote 18b. The same Vote also recouped the 
Account for the accumulated deficits, $211,000, of other years extending back to 1962-63. 


301. National Film Board. This Board was established in 1939 by the National Film 
Act, R.S., c.185, to initiate and promote the production and distribution of films in the 
national interest. The Act also established the National Film Board Operating Account 
in the Consolidated Revenue Fund. With the exception of expenditure on equipment 
acquired for its own use, which has been charged to Secretary of State Vote 60, all 
expenditures of the Board are charged to the Account, including the cost of capital 
equipment acquired for the Canadian Government Photo Centre in Ottawa, as author- 
ized by Vote L30, Appropriation Act No. 5, 1963, 1963, c.42. (See also paragraph 237 of 
this Volume.) The Account is credited with all moneys received from operations of the 
Board, including the sale and rental of films and other visual materials; amounts provided 
by Secretary of State Vote 55, “Administration, Production and Distribution of Films 
and Other Visual Materials”; and amounts transferred from appropriations of other 
government departments in respect of work undertaken for them. 
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The equity of the Crown in the Board at March 31, 1969 was $4,142,000 comprising 
capital equipment with a net book value of $2,432,000, including $134,000 for equipment | 
of the Canadian Government Photo Centre, and working capital of $1,710,000. 


The following is a summary of expense and income for the past two years: | 
Year ended March 31 | 


1969 1968 


Expense— | ; 
Production of films and other visual materials for: : ; 
National Filmtioard .)¢ oracc sate oe ee cas ote ree $ 5,658,000 $ 5,084,000 i; 
Government departments and others...............0-000- 3,443 , 000 4,660,000 ; 
APSE PETC) OF ENS cite oc cick Cay’ ba Cee Rl eee eck he weld a 3,908, 000 3,646,000 
Estimated value of major services provided without charge by 
government departments. 22000. Guy eeeees.. 2e tee eee. 2,256,000 1,743,000 
Administration and general serviceS...........0 ee eeeeeeeeees 1,561,000 1,463,000 
Provision for retroactive salary and wage increases............. 1,039,000 — 
Depreciation ion CQuipnient «oo. Sateen ee Oak en oe eee ea 312,000 259 , 000 
Fire-loss replacement costs. 0.9% os os Pere eens Were as oe eke 19,000 47,000 
18,196,000 16,902,000 
Income— 
pale of films and other vistial materials... a6 3s Gk ieee we rs 3,965,000 5,230, 000 
Rentais AUdsfOyatties.. ... otis sccts ik 6s Ce eee Pere ete eer nee eee 1,086,000 974,000 
Miscellaneous) 4 PU PEPER, ee Be eee ck Gee eee eee 69, 000 45,000 
Canadian Government Photo Centre—net profit for the year.... 23 , 000 41,000 
5,143,000 6,295, 000 
INGE. SXPeNse fotos 24. gues eee re ire ek ae eee eee a iret eee aS: $ 13,053,000 $ 10,607,000 
Net expense partially provided for by— 
SCRDOLANY LOE OLE OOS Wo cle eitnaee 58 hie eae Ree es en aes $ 9,426,000 $ 
ia trois Re Cad BV OLE x <b tin cx cng cae aren ok ee Mean ee 8, 663 , 000 
DigeeeA ynnum tan eet aes bb el tS no ke) Lie att. a at eae 10,000 58 , 000 
9,416,000 8, 605,000 
Government departments which provided major services without 
charge: ae noe al sah of aceite dade hie? 2,256, 000 1,743,000 
PIODECCATON eke we Petes ee Mae ys ue nace ae tu teat Pan 312,000 259 , 000 
11,984,000 10,607 ,000 
Portion of net expense to be recovered in 1969-70 from reserve for 
nalary revisions? At 1. 4. tyteeie ee, anes betel eee 2} 1,069,000 — 


$ 13,053,000 $ 10,607,000 


The increase of $2,446,000 in net expense for the year was mainly due to the provi- 
sion of $1,039,000 for retroactive salary and wage increases (not including $30,000 
applicable to the Photo Centre), and an increase of $513,000 in the estimated value of | 
major services provided without charge by government departments. The increase in the. 
value of free services included $367,000 for additional accommodation provided by the | 
Department of Public Works and $138,000 for contributions to the Public Service | | 
Superannuation Account. 


The decrease of $1,270,000 in the income from the sale of films and other visual | 
materials was mainly due to there being no counterpart in the year for sales in the 
previous year of film productions for Expo ’67. 
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In previous Reports (paragraph 306 in 1968) we have suggested that the value 
of services provided without charge by government departments should be integrated 
into the costing system to provide more accurate and realistic costs of production and 
administration. Last year we reported that a study of this matter had been completed 
by officers of the Board who had recommended to the Treasury Board as follows: 

Although consideration has been given to incorporating the estimated cost of free 
services into the cost system of the Board, it has been generally agreed that it would be 
more practical to defer such an undertaking until such time as an actual charge is made 
by departments for these services. 


There was no change in this situation during the year. 


302. Post Office. The Post Office operates under the authority of the Post Office Act, 
R.S., c.212, which provides that the Postmaster General shall administer, superintend 
and manage the Canada Post Office. 


The following is a summary of the results of operations for the past two years as 
recorded by the Post Office in the Public Accounts: 
Year ended March 31 


1969 1968 


Ne PE EG en ayia isto 4% Cee a'¥ 4 uzesis espes ets Aas res 48 $ 363,339,000 $ 327,104,000 
Pe rOansos HAI TTOU). TOVENU Ci. as wars ey Aa oi eles ee 52,714,000 45,458 , 000 
Pei estan even icc ftom: LS) cian KBE US 6 2 Clean late irate ee eee 310,625,000 281,646,000 
Other revenue— 
BRN A Se Fee re ce data: x" he Te scan #5 s 3 CONE g taees ees 148 ,000 120,000 
Estimated: 
Value of mail and other services provided without charge to 
other government departments.................4.. 8,531,000 6,524,000 
Intéerest.on' Money Order Account. . 2403 0 e.. Oe ele dS 2,127,000 2,212,000 
Interest on funds in Savings Bank Account.............. 757,000 1,063 , 000 
11,563,000 9,919,000 
322,188,000 291,565,000 
Expenditure from parliamentary appropriations— 
Aor UOT eiie Oe eet ali bios ov x wt y bass, ean Mm Rta Peiale es ete fs as 243 , 032,000 205 , 596 , 000 
EVATCDOTPAUION sera iy eae dt. A eed «hah ore) sgh aad Aare « 88 , 984, 000 87 , 095 , 000 
Administration, financial services, etc... ........6c0beees eens 9,696,000 9,155,000 
Interest on Savings Bank accounts—Department of Finance... 340, 000 474,000 
842,052 ,000 802 , 320 ,000 
Estimated value of major services provided without charge by other 
government departments— 
POCA te corer cs Let eh ce OMe ge Me ee ees 35,364,000 38,871,000 
Contributions to: 
Public Service Superannuation Account................. 26,159,000 11,710,000 
Canada Pension Plan and Quebec Pension Plan.......... 3,790,000 3,028,000 
Employee group surgical-medical insurance.............. 1,858 , 000 1,804,000 
Accounting and cheque issue services................--2-205- 750,000 590,000 
Pap oves compencation: «. Js a7 ok hee eehageis «id dee Deh 402 ,000 433 , 000 
68 , 323 , 000 56 , 436 , 000 
410,375,000 358, 756, 000 


De ete t OU kes SG io k's oe wlcas Uh date ag, oi eee sas ales $ 88,187,000 $ 67,191,000 
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The $36 million increase in gross postal revenue was due chiefly to an increase of 
$23 million in the revenue from postage meters and registers and $7 million from the 
sale of postage stamps. The $40 million increase in expenditure from parliamentary 
appropriations was due mainly to increases of $37 million in salary and allowance costs 
and $2 million in costs of mail conveyance. 


In summarizing its operations the Post Office includes the following items as 
revenue: 


Intercet.ons Money Order Account aloe ce yee oa oes o's oe ees ee er ee $ 2,127,000 
Interest. on funds in Savings Bank:AccountiatOs% . cokes ces ee cas cher ea see eens 757 , 000 

2,884,000 
Less: Interest paid ontSavings Bank accounts at 2575... 26.5 dn. = Snc eo. es oooh ee eee 340, 000 
Total additional révenue recorfled' (net). .;; sic nieces A. vic es has a ete lr $ 2,544,000 


Interest paid on Savings Bank accounts was recorded as an expenditure of the 
Department of Finance and that Department benefits, through lower interest costs, 
from the large balances in the Money Order Account and the Savings Bank Account. 

As stated in previous Reports (paragraph 307 in 1968), it is improper for a depart- 
ment to take unilateral action in such circumstances and, if the Post Office is to receive 
credit for the value of the balances held in these two Accounts, the Department of 
Finance must give recognition to these additional costs. 


303. Queen’s Printer—publishing activities. Under the provisions of the Public 
Printing and Stationery Act, R.S., c.226, and Orders in Council made pursuant to the 
Public Service Rearrangement and Transfer of Duties Act, R.S., c.227, the Department 
of Public Printing and Stationery was charged with the function of procurement of print 
for books and publications and with the distribution of parliamentary, departmental and 
other publications. The operations include the printing of the Canada Gazette, the Stat- 
utes of Canada and other government publications. On April 1, 1969 the Public Printing 
and Stationery Act was repealed and the printing and publishing functions were assigned 
to the Department of Supply and Services. 


A summary of expenditure and revenue for the past two years follows: 


Year ended March 31 


1969 1968 

Expenditure— ers Sry 
Administration, publishing and distribution...................... $ 1,896,000 $ 1,870,000 
Pimployee benetits: <4, isieu sb ce eh eee. Oe ete: 138,000 111,000 
Carrying Of Trankecai able oe 2) giile cae eee: tle ban a 1,105,000 766,000 
Accommodation...... Fe hes cee) ¥ eat ¥ Ako SER Oe on de 474,000 395 , 000 
Accounting and cheque issue Services. .. 1.2.2... cece cece eceeees 39,000 30,000 
3,652,000 3,172,000 

Printing and binding of publications for: 

DRGs 2 SR Re hide ahs Fo ao a eke Oo ene AR Pe el eed 1,757,000 2,925,000 
ETOG CS HID UTIOD aipetectnetn che 6 eee Nee ee eee 140,000 79,000 
1,897,000 3,004,000 


5,549, 000 6,176,000 
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Year ended March 31 


1969 1968 


Revenue— 
Dales Or documents and publications: . 2 eS eee ee mae $ 2,500,000 $ 3,148,000 
Dec tOrOLler Leparimeniets « <cdietirks 4d 0 ee Sok: Pept a 41,000 44,000 
Uy ANG Gee cee te RIE Oe ES Cy sly she WAS 4 ohn ae Obes 22,000 24,000 
COD Ey se ieie rr ene etree ees Pea, eae at, IE, Be, — 2,000 
2,563,000 3,218,000 
Pe ecoss OF expenditiirea UVer TEVEDUG .6. 264 cs cob inks ace sak ds ae ede $ 2,986,000 $ 2,958,000 
Excess of expenditure over revenue provided for by— 
RV EAI GEV CCS V OVER EAD QU CT aa ns cass ete oo) bie cleus ha wes $ 3,793,000 $ 4,782,000 
Adjustment of amounts credited to revenue in previous years (statu- 
TUS sete Mee ie i Vote Baus Pcie MRL cg Wee e G'n oaths Sevan Oa — 92,000 
Government departments which provided major services without 
chet g Zoe ag ereags tek Weare ae: Mp OR Rate ie Zea ee RA OG or Eola a gir ie 1,756,000 1,302,000 
5,549,000 6,176,000 
Less: Sales proceeds credited to revenue...............0 cece eee 2,563,000 3,218,000 


$ 2,986,000 $ 2,958,000 


Expenditure for the year was $627,000 or 10% less than in the previous year while 
revenue decreased by $655,000 or 20%. These decreases are related to the large volume 
of Centennial Year publications produced and sold in the previous year. 


The sales operation is handled by a mail order office in Hull, Que., and six Queen’s 
Printer’s bookshops located in the larger Canadian cities. A bulk publications stores 
warehouse, which supplies the sales outlets, is also located in Hull. 


Sales of publications during the year totalled $2,500,000 and the cost of printing 
publications for sale amounted to $1,757,000. Because the inventory records are not 
complete it is not possible to relate cost of sales to sales. In previous years (paragraph 
308 of our 1968 Report) we have reported the lack of adequate control over the stocks 
of publications held for sale. At March 31, 1969 there were still no inventory records for 
the mail order stores, international publications stores and the substantial consignment 
stock held by several government departments. Obsolete publications having a retail 
value of $222,000 were deleted from the inventory records during the year. Reference to 
potential losses on stocks of certain publications held for sale will be found in paragraph 
176 of Volume I of this Report. 


Over the years a number of studies have been made of the printing and publishing 
activities of the Government. A further study of the publishing operations is being made 
during 1969-70 by the Consulting Services Branch of the Department of Supply and 
Services and a report is expected in April 1970. The study is to cover all phases of the 
publishing service, including recommendations for an inventory management system. 


290 REPORT OF THE AUDITOR GENERAL — 1969 


Vote L33a, Appropriation Act No. 10, 1964, 1964-65, c.34, as amended by Vote L65e, 
Appropriation Act No. 4, 1966, 1966-67, c.6, established a revolving fund for the purpose 
of paying for print purchased from commercial printers. The revolving fund may not | 
exceed $250,000 plus amounts due by government departments and agencies. Disburse- 
ments for print purchases totalled $5,785,000 during the year and these were billed to 
the customer departments. The balance of the fund at March 31, 1969 was $39,000 
representing amounts owing by departments and agencies. In our opinion the use of this 
particular revolving fund results in a duplication of the paying process. (See paragraph 
177 of Volume I of this Report.) 


The costs to the Queen’s Printer of providing publishing and distribution services 
for government departments and agencies are not recovered. 


304. Royal Canadian Mint. The Royal Canadian Mint operated in 1968-69 under 
Part II of the Currency, Mint and Exchange Fund Act, R.S., c.315, providing facilities 
for making coins of the currency of Canada, and for melting, assaying and refining gold. 
With effect from April 1, 1969 the Mint was incorporated under section 72 of the Gov- 
ernment Organization Act, 1969, 1968-69, c.28. 


The following is a summary of the results of operations for the past two years: 


Year ended March 31 


1969 1968 
Sales— 
Other than Coin at 
coin face value 
RON ES al os Gite alee BES ee OT, 20S DOO) Abn 4 82u, OOS 69, 223,000 $ 73,060,000 
SUVEP yy foi Melee er oes fee 1,502,000 18 , 423 ,000 19 , 925 ,000 26 , 669 ,000 
PLORZEs Ce ace RY Ts hte ree 1,000 2,880,000 2,881,000 3,653 ,000 
Nickel VALTER Se ta Katee Bers 846 ,000 70,041 ,000 70,887 ,000 3,765,000 
$ 69,751,000 $ 93,165,000 162,916,000 107, 147,000 
Purchase price of metals sold or used for coinage............. 88, 150, 000 96 , 803 , 000 
74, 766,000 10,344,000 
CLOUT PCO ear ets. UG. hes cco ue a aaa eee Oe ee Rice 336 , 000 328 , 000 
Revenue trom bullion Bhd Gomage..4...¢. 55.606 es ence es cates eas 75,102,000 10,672,000 
Less: Compensation paid for conversion of coin vending machines, 
authorized by Finance Vote 20. 4.0 T Ws BG VR, Bh 338,000 —_— 
74,764,000 10,672,000 
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Year ended March 31 


1969 1968 


Other revenue— 
| reg enn TEE He EN osha ans ba toned Sinn a ahcvccusa.ys4 tune o sovéin. ote hintocst eon $ 7,858,000 $ 13,441,000 
Dee AES TALC OL, COL Ls nd coe x tree Shs edehers $ 4,307,000 6,648, 000 
NIIP OXDOKEO. came oasuis dr 6 ee gs he 214,000 354, 000 
Metal in medallions sold.............. 22,000 241,000 
| 4,543,000 7,243,000 
3,315,000 6,198,000 
/ CFOGALOFACG AUC OLDEL COAT a. soe cpaenl ae fey lhe weslalea pase's « 69 , 000 281,000 
3,384,000 6,479,000 
eornmrecenme 1100 Crh ee Bioeth ees Cael dae. Seno LB de 78,148,000 17,151,000 
| Expenses of operation, maintenance and administration— 
Salnricsauciwares: La Oreo. le. Hii 2,767,000 2,007,000 
| PD LOV ie DELO LS sah S BR ale could is acute fag 203 , 000 128,000 
| Che ee ee ner rs mee 547,000 1,279,000 
Bexnression cin. shipments 2500. ets Bil Gad re: 448 ,000 341,000 
| EASES TES ELT NP BER VA, OR Oe ny” Neen 258 , 000 248 , 000 
| Construction or acquisition of equipment.................... 189,000 147,000 
| OCUT IY) tba ts Al tapi ele 2a) baci teg ). AS ask ous Lai te gee: 177,000 166 , 000 
DT AMUISCHUrG Ol COMO YU DEG. , oe, i ce ss wie tien nes Loa e 169,000 — 
Repairs and maintenancerts O30) Gis how ot. 1. Oa 117,000 94,000 
PR Oot Pelt and ease A Re LS kalba oltibaa 65, 000 55,000 
RA TE re te sk rear ok nies a vaslodedine «ice demishs © east Oe omer 47,000 43,000 
4,987,000 4,508,000 
POL DEOUUL . 20) «1 MOREE eae 2 POs. A ANEIRO! ook a LOL CNIS Bie oe $ 73,161,000 $ 12,648,000 
Net profit disposed of as follows— 
None awirevcne 10 o70.4) Olid «ik POTbGsd ee HB. $ 78,148,000 $ 17,151,000 
Expenses provided for by— 
Finaneei Votes 30, 32: andab aon: e4\.)s ea AG ie 4,379,000 3,997,000 
Government departments which provided major services 
WITHOLIS COST ZO ne ee Ore ry ee ae ee ome ae es 608 , 000 511,000 
4,987,000 4,508,000 


$ 73,161,000 $ 12,643,000 


The increase of $60,997,000 in revenue, from $17,151,000 to $78,148,000, was due 
mainly to the use of pure nickel in the making of coins of the denominations of one dollar, 
fifty cents, twenty-five cents and ten cents effective August 1, 1968. Prior to this date 
these coins contained equal parts of silver and copper. There was also an increase in the 
number of coins issued, from 578 million pieces in 1967-68 to 800 million pieces in 1968- 
69. In addition, the increase in revenue included a profit of $9 million, compared with 
$20,000 in the previous year, realized from the sale of gold on the open market. 


Section 16 of the Currency, Mint and Exchange Fund Act directs that: 
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All coins of the currency of Canada that are to be issued for circulation in Canada | 


shall be made at and issued from the Mint. 


Notwithstanding this, the Treasury Board in July 1968 approved of entry into a con- 
tract with the United States Mint for the manufacture of Canadian ten cent coins. 
Subsequently, Finance Vote 32, approved by Parliament on December 19, 1968, provided 
the funds for “Payment to the United States Mint, notwithstanding the Currency, Mint 
and Exchange Fund Act...” Under the contract, 85 million ten cent coins were minted 
for a fee of $169,000. 


305. Unemployment Insurance Fund. The Unemployment Insurance Act, 1955, c.50, 
(superseding 1940, c.44), which provides for insurance against unemployment, is admin- 
istered by the Unemployment Insurance Commission consisting of three commissioners 
appointed by the Governor in Council. 


The Act established the Unemployment Insurance Fund as a special account in the 
Consolidated Revenue Fund to which all contributions from insured employees and 
their employers, and the Federal Government contributions equivalent to one-fifth of 
the total employee-employer contributions, together with interest on investments, are 
credited, and to which benefits and other payments under the Act are charged. 


Financial statements showing the operations of the Fund during the fiscal year 
and the state of the Fund at the end of the year are prepared annually by the Commis- 
sion. In our 1960 and subsequent Reports attention was drawn to the-fact that the Act 
does not require that these financial statements be audited. The Public Accounts Com- 
mittee has made reference to this in a number of its reports, the latest being in its 
Fourteenth Report 1966-67 (see Appendix 1, item 4 of Volume I of this Report), 
recommending that these statements be required by statute to be prepared by the Com- 
mission and reported upon by the Auditor General. Although the Act has not yet been 
amended in this respect, the Commission submits its financial statements to the Audit 
Office for examination, and the statements for the year ended March 31, 1969, together 
with our report thereon to the Minister of Labour, are reproduced in the Public Accounts, 
Volume IT, pages 12.18 to 12.21. 


The following is a summary of transactions for the past two years, together with 
the year-end balances at the credit of the Fund: 


Year ended March 31 


1969 1968 


Receipts— 
Contributions from employers and employees.................. $ 433,130,000 $ 347,458,000 
Contributions drom ‘Canada. Ci iA, TUL RRO SO Bk 86 , 626 , 000 69,491,000 
Income frominwestinents.c. S4iee EE Ao es 18,850,000 15,894,000 


POUOIOR te ktian oth seek koko: fete a ale ieee ee 171,000 188 ,000 


538,777,000 433,031,000 
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Year ended March 31 


1969 1968 


Disbursements— 

Perr O TI ORCA Mg i NE Mi eal a sak pis & Si dnacalcnh ao Beis $ 459,089,000 $ 388,582,000 
teens tir receipe: OVED CISDUPACMIENIS «06s Acscus cece. yeas doe dteene 79,688,000 44,449,000 
TOMAR IOI GP VEAP. 2 os ok ew i vive de caida se ee aeen eva’ 302 ,652 , 000 258 , 203 ,000 


MGs aR eet ITER OE SAAT a 8 ae. gs ars eG iy! wk eS we wre.» ale a Poe oepeaies a $ 382,340,000 $ 302,652,000 


Disbursements from the Fund do not include the administration expense of the 
Commission which amounted to $47,514,000 in 1968-69 compared with $46,595,000 for 
the preceding year, an increase of $919,000. This expense was met to the extent of 
$38,809,000 ($37,659,000 for 1967-68) from funds provided by Labour Vote 25 in accord- 
ance with section 10 of the Act and to the extent of $8,705,000 ($8,936,000 for 1967-68) by 
government departments which provided accommodation for the Commission’s offices 
throughout Canada, contributions to the Public Service Superannuation Account and 
Canada and Quebec Pension Plans and accounting and other services, without charge. 


Travelling and removal expense increased by $456,000, accounting for a major 
part of the increase of $919,000 in administration expense in the year. This increase was 
due primarily to personnel transfers following the closing of offices during the year and, 
to the extent of some $52,000, to additional travelling expenses incurred in the setting 
up of a regionally-centralized computer installation which had no counterpart last 
year. Professional and special service costs were higher by $337,000, mainly due to 
three items: comprehensive studies and analyses directed towards up-dating the Unem- 
ployment Insurance Act, $157,000; consultant’s fees preceding the recent establishment 
of a pilot program of benefit control, $61,000; and the Commission’s share of costs of a 
completed study relating to coverage, audit and collection functions which was made 
in co-operation with the Department of National Revenue, $56,000 ($29,000 last year). 
There was a substantial increase in publication costs, $310,000, partly from the need to 
incorporate Unemployment Insurance Act amendments into widely-distributed infor- 
mation booklets and from outlays for pamphlets used in a current campaign against 
fraud and abuse. Salaries, wages and allowances were lower by $278,000 in 1968-69, the 
reduction in the number of regular employees on strength, from 4,965 at March 31, 1968 
to 4,478 at March 31, 1969, more than offsetting the higher salary rates in effect during 
the year. 


In 1968-69 the Fund’s excess of receipts over disbursements was $79,688,000 com- 
pared with $44,449,000 in 1967-68. A 25% increase in contribution receipts, from 
$416,949,000 in 1967-68 to $519,756,000 in 1968-69, resulted from amendments to the 
Unemployment Insurance Act effective June 30, 1968. The changes, while reducing con- 
tribution levels for lower earnings, established higher scales for earnings above $70 per 
week and extended coverage of salaried employees by raising the earnings exemption 
level from $5,460 to $7,800 per year. The amendments also provided for substantially 
increased rates of benefit at upper levels of earnings, the maximum weekly rate now 
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being $53 compared with $36 previously. This contributed to the 18% increase in total 
benefit payments, from $388,582,000 in 1967-68 to $459,089,000 in 1968-69, and to the 
higher average weekly benefit rate paid. There were decreases in the number of claims 
allowed and the percentage of the insured population drawing benefits, but an increase ' 
in the average duration of claims. Comparisons follow: 


Year ended March 31 


1969 1968 | 

pee cee { 
Average weekly bevels Pate Dald ©. .cg ee i se seg Se a ee $ 28.33 $ 25.81 ' 
Number Of initial benent claims Allowed sc... +5 ten abu a se ee eee st 1,166,568 1,208,248 | 
Average monthly percentage of the insured population drawing benefits... 5.9% 6.1% 
Average number of benefit weeks paid... ....... 2... eee ee ee eee eee 14.8 13.2 


ji 
fi 
| 

! 
i 
i 


In keeping with past practice, we reported to the Chief Commissioner on each of the | 


examinations of field offices made during the year. Our examinations are designed pri- | 
marily to test the adequacy of internal control over contributions, other income, benefit | 
payments and the collection of overdue contributions, penalties and benefit overpay- 
ments. The extent to which adjudication of claims complies with the provisions of the | 
Act and regulations is also tested. Prompt attention was given to all audit observations | 
and corrective action was taken where required. In appraising the validity of benefit | 
awards, no attempt is made by the Audit Office to verify the accuracy or completeness _ 
of information regarding claimants contained in the records of the Commission, beyond | 
questioning apparent deficiencies in these records. This aspect of the verification of | 
claims is carried out by the Commission’s own investigation-enforcement staff. Also, no | 
attempt is made by this Office to audit the accounts of employers to see that employer- 
employee contributions are fully made to the Unemployment Insurance Fund and that | 
each worker is credited with the proper contributions. These records are verified by the 
Commission’s revenue control branch. 


f 


Among the reasons disqualifying an insured person from receiving benefits, perhaps | 
two stand out as the most difficult to establish and the most widely abused: the claimant | 
refuses to accept suitable employment or he is unavailable for work. Consequent on the © 
transfer of the administration of the employment service from the Commission to the | 
Department of Manpower and Immigration on October 1, 1966, any knowledge that the — 
Commission might acquire that an offer of suitable employment has been refused or the | 
claimant was registered and therefore available for employment is likely to emanate from 
the employment service centres. Mindful that this information has a direct bearing on 
the determination of claimants’ entitlement to benefits under the Unemployment Insur- 
ance Act, our examinations now include an assessment of the liaison procedures in effect 
between field offices of the Commission and the Canada Manpower Centres. The inade- | 
quacy of the liaison disclosed by these reviews is dealt with in paragraph 94 of Volume I | 
of this Report. | 
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Special Audits and Examinations 


306. In addition to the examinations of the accounts of the departments and agency 
and proprietary Crown corporations referred to in this Report, the following special 
audits and examinations were made by the Audit Office during the year, most of them 
in accordance with specific directions contained in various statutes: 


The Army Benevolent Fund Board 

Atlantic Development Board 

The Canada Council 

The Custodian 

Economic Council of Canada 

Exchange Fund Account 

Government of the Northwest Territories 

Government of the Yukon Territory 

Municipal Development and Loan Board 

National Arts Centre Corporation 

National Museums of Canada 

The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of Children 
Roosevelt Campobello International Park Commission 

Royal Canadian Mint stocks | 

Royal Canadian Mounted Police (Dependants) Pension Fund 


307. Section 34 of the Public Printing and Stationery Act, R.S., c.226, provided in 
part that: 
The Auditor General shall, annually or more frequently at his discretion, cause the 


stock of stationery, printing materials and supplies in store, to be checked with the 
quantities purchased and supplied. 


With effect from April 1, 1966, all stationery, printing materials and supplies referred 
to in section 34 of the Act were taken over by the Canadian Government Supply Service 
of the Department of Supply and Services and consequently throughout 1968-69 there 
were no inventories to check in accordance with this provision as they no longer remained 
a charge to the Queen’s Printer’s Advance Account. The accounts of the Canadian Gov- 
ernment Supply Service are audited in accordance with the requirements of the Financial 
Administration Act. With effect from April 1, 1969, the Public Printing and Stationery 
Act was repealed by the Government Organization Act, 1969, 1968-69, c.28. 


308. The Army Benevolent Fund Board. This Board was constituted by the Army 
Benevolent Fund Act, R.S., c.10, and consists of five members appointed by the Governor 
m Council. The Act provides for a special account in the Consolidated Revenue Fund 
called the Army Benevolent Fund to which certain moneys were credited and from which 
there shall be paid 
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to or for the benefit of [World War II] veterans or their dependants or the widows or 
children or former dependants of deceased veterans such amounts as the Board may from 
time to time determine 


together with the expenses incurred in carrying out the provisions of the Act. 


The Act directs that the Board be governed by the following principles: 


(a) plans shall be formulated on the assumption that there will be prospective beneficiaries 
for fifty years from the establishment of the Fund [in 1947]; 

(b) no grant is to be made by way of relief from the Fund where adequate relief is, at the 
time of the application, available from federal, provincial or municipal governmental 
sources; 

(c) where grants are made to assist in the education of dependants of veterans or of 
children of deceased veterans, bursaries shall be granted contingent on continued need 
and satisfactory progress and not as competitive scholarships based on academic 
standing; and 

(d) amounts paid out of the Fund are not recoverable unless obtained by fraud or mis- 
representation. 


The accounts of the Board were examined for the year ended March 31, 1969 pur- | 
suant to section 11 of the Act and our report was submitted to the Chairman and mem- | 


bers of the Board with a copy being provided to the Minister of Veterans Affairs. 


Receipts amounted to $229,000 of which $217,000 was derived from interest on | 
deposits with the Receiver General and $12,000 from interest on Canada bonds. Disburse- 
ments totalled $516,000 consisting of $402,000 in grants to or on behalf of World War | 
II veterans and $114,000 for administrative and case work expense. The latter was a net | 
amount after deducting a fee of $42,000 for management of the financial program of the | 
Canadian Army Welfare Fund and a grant of $18,000 from the Department of Veterans F 


Affairs to assist in defraying administrative expenses. 


After absorbing the excess of disbursements over receipts amounting to $287,000, | 
the balance of the Fund was $4,729,000 at March 31, 1969 of which $4,468,000 was on | 
deposit with the Receiver General, $256,000 was invested in Canada bonds and $5,000 — 


was represented by accountable advances and prepaid expense. 


309. Atlantic Development Board. This Board was established by the Atlantic Devel- 


opment Board Act, 1962-63, c.10, to investigate programs and projects for fostering the 


economic growth and development of the Atlantic region of Canada. The Act established | 
the Atlantic Development Fund in the Consolidated Revenue Fund and programs and | 
projects have been financed from the Fund as well as from parliamentary appropriations | 


of the Department of Transport. 


As required by section 18 of the Act, we have audited the accounts and financial 
transactions of the Board for the year ended March 31, 1969 and have reported thereon 
to the Minister of Regional Economic Expansion. 
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A summary of the Board’s expenditure for the past two years with cumulative totals 


from its establishment on December 20, 1962 to March 31, 1969 follows: 


Year ended March 31 


1969 


Atlantic Development Fund— 


POW CEM verdes cairn eres ae ee $ 6,243,000 
Water supply and/or sewage systems........ 6,844,000 
rie miciway- progran. soi eee ks. ote 1,483 , 000 
Weitere TOMES SA aio. i foie fi hal se. Heels a 119,000 
Industrialpark facilities. 04.5660 556 n6 ates 1,535,000 
TiGHORE CIT ACIIUICE ys < is 5 sks 4 SA a eae 4 1,719,000 
Miscellaneous! projects... MOL. od a OS 2,923 ,000 
PMIVOeR PETICLEITG) cis. x < er cate o.i)4d wate tes Ba 2,000 
20 ,818 ,000 
Parliamentary appropriations— Regional 
Development— 
PMT ANGI AY DTORYAIN. 6.4 426.05 ce ale dso oars 16,934,000 
Special housing and mobility assistance to 
residents of Bell Island, Nfld............ 215,000 
Grant to the Government of Nova Scotia to 
assist in defraying the expenses of operating 
the former Dominion Steel and Coal Cor- 
poration Limited steel plant at Sydney, 
|i oh SEO Ne ORT Ie TR A MEDD fk ok AS BP Ame 
17,149,000 
Total expenditure on programs, projects, etc...... 37,967,000 
Administration and operation expenditure........ 2,070,000 
$ 40,037,000 


1968 


$ 7,396,000 


3,766,000 
1,281,000 
144,000 
1,507,000 
1,851,000 
2,680 , 000 
4,000 


18,629 ,000 


19 , 283 ,000 


295 , 000 


2,000,000 


21,578,000 
40 , 207 ,000 


2,265 ,000 


$ 42,472,000 


Cumulative 
to 
March 31, 
1969 


$ 52,699,000 


13,800,000 
11,076,000 
675,000 
5,540,000 
4,052,000 
5,657,000 
16,000 
93,615 ,000 


46 , 869 ,000 


510,000 


2,000 ,000 
49 ,879 ,000 


142,894,000 


7,916,000 


$ 150,810,000 


Details of the Board’s administration and operation expenditure, shown in totals 


only in the preceding summary, follow: 


Year ended March 31 
1969 1968 
Planning, programming and general administration— 
Salaries and employee benefits.................. $ 704,000 $ 616,000 
POTION: noe ie aries ens Mocey Peek e se 42,000 39 , 000 
A PAVE A TeIdOWe) Ae Te a: SC tOR S Sate ee es HO Rd 41,000 52,000 
Accounting services. cts i oiieu feu blo. Saeed 37,000 35,000 
Office equipment and supplies................... 29 ,000 35,000 
i eleDnOne ANG LOleCTADN. cis ac bes ste ae eye 23 ,000 22,000 
Eee LSet Oe ee eee rhs OP OER te 27 ,000 29 ,000 
903 ,000 828 ,000 
Professional and technical services................... 1,167,000 1,437,000 
Total expenditure $ 2,070,000 $ 2,265,000 
Total expenditure provided for by— 
Regional Development Vote 1.................. $ 1,986,000 $ 
SEP EDIIEEs VOLO OU. nat... oe coveibadees eeerete 2,191,000 
Government departments which provided accom- 
modation, accounting and other services with- | 
oubvchdsre, 4s wt) shy oxley mwa aeeSau as 84,000 74,000 
$ 2,070,000 $ 2,265,000 


Cumulative 
to 
March 31, 
1969 


$ 2,226,000 
142,000 
208,000 
113,000 
122,000 

80 , 000 
87,000 
2,978,000 
4,938,000 


$ 7,916,000 


$ 
7,656 ,000 


260,000 


$ 7,916,000 
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The number of regular staff employed by the Board increased to 70 during the year 
from 64 at the end of the previous year. This largely explains the increase of $88,000 
in salaries and employee benefits. Professional and technical services expense of $1,167,000 
represents numerous technical and economic surveys and studies undertaken or continued 
during the year, details of which are included in the Board’s annual report. The largest 
amount expended during the year was $718,000 for studies of the demand for and the 
supply of water resources in the four Atlantic provinces. 


The Atlantic Development Board Act was repealed on April 1, 1969 and, accord- 
ingly, the Atlantic Development Board and the Atlantic Development Fund ceased 
to exist on that date. The outstanding commitments of the Board at March 31, 1969, 
which are to be honoured by the Department of Regional Economic Expansion, were 
as follows: 


Water supply and/or sewage systems... . 6.2. cc dace veces Ue MOem. ote Oe ee ete $ 9,523,000 
SLY SSTEK NG IWR VA LOSE AI cS cise lenses Sue ess) dig eee ee ce om ROE ues MOE cot hence a 8,555,000 
Research acikties's. cy, Lik ts « ae eae cen es Sales iCal ee enue EL ey, ech Sere 8,310,000 
poration Ganso evelopment, WN Se. cai du aude Deruiateenere sivas eo alo ta cre ee ee eee 4,371,000 
hlapping and: land FErIStrAviOn «ho pon cue six wie weit cas Due ade. Ae pe ee sie 3,629,000 
Industrial park facilities i, A000 Se. DVO RS RS ae ee oe ae eee 3,562,000 
POWER DTOMOIS, 2h ee A ae. bos ed eR ee Re nee ee Pe Mer ee 3,514,000 
Abatement, of industrial water pollution. ..<... ...4 eae ae Genes. Wee. Pee) es 1,971,000 
Assistance towards construction of causeway, Pictou County, N.S........... 00.000 eee 750,000 

Assistance toward construction of certain tourist and recreational projects, Prince Edward 
Slane so ee Met Bel eat Oe Le eet naee onset ee ee. Wt es Ee ee 570,000 
NUSCeLANeOUS DIGieCten x rot: ds GA iw dalled al Pb ee ee eek eae ee, 639 , 000 
$ 45,394,000 


310. The Canada Council. The Council was established by the Canada Council Act, 
1957, c.8, to foster and promote the study and enjoyment of, and the production of works 
in, the arts, humanities and social sciences. 


A report on the audit of the Council’s accounts for the year ended March 31, 1969 
was made to the Council and to the Secretary of State, as required by the Act. 


The financial statements of the Council are not reproduced in the Public Accounts 
as are the statements of Crown corporations and other operating activities. If financial 
information additional to the following is required, reference should be made to the 
annual report of the Council. 


An Endowment Fund of $50 million was established under the Act. The income 
earned on the investments of the Fund together with grants from Canada is used to 
meet administrative expense and other expenditure for purposes of the Act (except for 
capital assistance grants to universities which are made from the University Capital 
Grants Fund). Permissible expenditures under section 8 of the Act include, in respect 
of the arts, humanities and social sciences: grants, scholarships and awards; sponsor- 
ship of exhibitions, performances and publications; exchanges with other countries and 
organizations or persons therein of knowledge and information; representation and in- 
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terpretation of Canadian arts, humanities and social sciences in other countries; and 
liaison with the United Nations Educational, Scientific and Cultural Organization. 


During the year the Council received from Canada an unconditional grant of 
$20,580,000 for the general purposes set out in section 8 of the Act. This amount is 
accounted for within the Endowment Account in accordance with a decision of the 
Council. 


The operations of the Endowment Account for the year, together with comparable 
figures for the preceding year, are summarized as follows: 


Year ended March 31 


1969 1968 


CUrnieny DECIINIng OF Yoar sete. ore eee eee ress Tec ce een ree ws $ 1,350,000 $ se 
Income— 
Beery EUs POC eral orale ae Meee eles oof oy hii oa dead Gusaeae ia HRS Sen 20,580,000 16,900,000 
DGEresy SMO ANVICERUS CAIDEO) Cees cw dine vtec ok cess ese Peele 5 4,153,000 3,914,000 
Gancelea eranis andereninassaucrre, «fee. eo... see et 387 ,000 308 , 000 
25,120,000 21,122,000 
26,470,000 21,122,000 
Expenditure— | 
ALANS ES, es PET Ca, PRE OR. TARE AUTEN FAAS 24,532,000 18,450,000 
Canadian National Commission for UNESCO................. 231,000 198 ,000 
Administration expense, less recoverieS.............0.2eeeeeees 1,226,000 1,124,000 
25,989,000 19,772,000 
PROS MAIO OL VCOR.. Ao, mises a Std OSCE hd Pd SERRA ae $ 481,000 $ 1,350,000 


A University Capital Grants Fund of $50 million was established by the Act from 
which grants were made to universities and similar institutions of higher learning by 
way of capital assistance for building construction projects intended for use in further- 
ing the arts, humanities and social sciences. These grants were paid out of the principal 
and accumulated income of the Fund. 


During the year the Council allocated and authorized as grants to qualifying institu- 
tions the amount of $213,000 which represented the year’s interest and profits earned by 
the University Capital Grants Fund. This brought to $68,346,000 the amount allocated 
and authorized as grants to March 31, 1969. Of this amount, the Council has paid out 
$65,476,000 of which $3,313,000 was paid during the year, leaving an unpaid balance of 
$2,870,000 at the end of the year. 


In our 1968 Report (paragraph 315) reference was again made to the method em- 
ployed in the allocation of the interest and profits, to the qualification of our reports to 
the Council and the Secretary of State, and to the Sixth Report 1964-65 of the Public 
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Accounts Committee wherein it was recommended that steps be taken to seek amending 
legislation to provide clear authority for the Council to use the 1956 census and the 
“hotch-pot” approach in the distribution of interest and profits in respect of the Univer- 
sity Capital Grants Fund. As no action had been taken, the Public Accounts Committee 
in its Third Report 1966-67 reiterated its previous recommendation and requested the 
Council to formally ask the Government to give consideration to the required amending 
legislation with the objective of having it considered by Parliament prior to the final 
closing out of the University Capital Grants Fund. (See Appendix 1, item 11 of Volume I 
of this Report.) 


In August 1967 we were informed by the Acting Under Secretary of State that 
amending legislation to implement the recommendation of the Public Accounts Com- 
mittee was being prepared by the Department of Justice. In September 1968 we were 
informed by the Minister of Justice that detailed drafting instructions had not been 
received by his Department from the Department of the Secretary of State in time for 
amending legislation to be ready for the 1967-68 session of Parliament, and that since the 
end of that session priorities in drafting legislation by the Department of Justice had 
to be given to urgent and important items. In June 1969 we were informed by the 
Minister of Justice that no further action had been taken. 


The Council may, under section 20 of the Act, acquire money, securities or other 
property by gift, bequest, or otherwise, and may expend, administer or dispose of them 
subject to the terms, if any, upon which they are made available to the Council. With 
the exception of parliamentary grants, moneys or property received by the Council pur- 
suant to this section are presented in a consolidated balance sheet designated ‘Special 
Funds’”’. 


The principal of funds received by the Council pursuant to section 20 of the Act, 
together with the net profits on disposal of securities being held as a reserve against 
possible future investment losses, at March 31, 1969 and the comparable amounts at 
March 31, 1968 were: 


March 31 
1969 1968 
The Izaak Walton Killam Memorial Fund for Advanced Studies...... $ 8,670,000 $ 7,023,000 
Spécial: Séholatshin andi Be 80) JOR Fs Sela es be 1,806,000 1,638,000 
Lynch-Statinton Fund sieeacy hint a ci: aed . pateeaeneset sled 700 , 000 — 
Molson Prise Fund bn Arch. ables BB. tA Poe eet at ee ee 618,000 609 ,000 
WV scthcins: estates 5 pa LA A. os, 2 Cn ee ,. Mee aes ek 19,000 12,000 


$ 11,813,000 $ 9,282,000 


The Lynch-Staunton Fund was established in December 1968 on receipt of a bequest 
from the estate of the late V. M. Lynch-Staunton, consisting of securities having a mar- 
ket value of $692,000. 
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The surplus earnings of these Funds which were available for the purposes designated 
at March 31, 1969 and the comparable amounts at March 31, 1968 were: 


March 31 
1969 1968 
The Izaak Walton Killam Memorial Fund for Advanced Studies........... $ 572,000 $ 612,000 
BoetmbncunmmniD Lite. Me yaotdrs east dects ott ful: coc L Aten eee ees 350,000 240 ,000 
re ree TAC oe tec Me cir had A Las 9M 055. <, vranabh cogil «Aureus BOR oe 12,000 — 
Ut ECO I ak Wire Ps aR a a yy Mele wate so yaks che ede eee 19,000 18,000 


$ 953,000 $ 870,000 


During the year income earned by these Funds, grants authorized, charges paid and 
the amounts added to surplus were as follows: 


Grants Other Added to 
Income authorized charges surplus 
The Izaak Walton Killam Memorial Fund for 
Aaivanced indies.) Riel Gal Re. M10) Ais $ 463,000 $ 454,000 $ 49,000 $ (40,000) 
Special mcpolaremip. Pups... capo aeeh-detne ders oe os - 110,000 — — 110,000 
Py neliestannton Main. 4 oi. ka eos eee ek we ee ee o's 12,000 — — 12,000 
Nioonwerze Pind). BAM MONA Boe. 0). PRE 33,000 30,000 2,000 1,000 


$ 618,000 $ 484,000 $ 51,000 $ 838,000 


311. The Custodian. In accordance with Regulation 6 of the Revised Regulations 
Respecting Trading with the Enemy (1943) as set out in the schedule to The Trading 
with the Enemy (Transitional Powers) Act, 1947, ‘c.24, the Custodian is appointed ‘“‘to 
receive, hold, manage, release, dispose of and otherwise deal with all property which is 
reported to him, received or controlled by him or vested in him”, Pursuant to the pro- 
visions of the Department of Consumer and Corporate Affairs Act, 1967-68, c.16, the 
Minister of Consumer and Corporate Affairs is the Custodian of Enemy Property and 
the Deputy Minister is the Deputy Custodian. The Custodian’s Office is administered 
by an Assistant Deputy Custodian in Ottawa. A report on the audit of the Custodian’s 
accounts for the year ended December 31, 1968 was made to the Minister of Consumer 
and Corporate Affairs. 


The assets under the administrative control of the Custodian, which were valued in 
accordance with bases explained in an addendum to his statement of assets and liabilities 
(Public Accounts, Volume II, page 3.12), increased by $65,000 to $2,762,000 at December 
31, 1968. The increase results mainly from an excess of $262,000 in the proceeds from 
liquidation and redemption of securities over their book value, an increase of $65,000 in 
the equity in holding companies, ‘and revenue of $21,000 from securities, offset in part 
by the transfer of $200,000 to the Minister of Finance for the War Claims Fund and 
payment of $81,000 as final settlement of a claim. 
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Under the Regulations, the Custodian may charge against all property investigated, 
controlled or administered by him, whether it has been vested in him or not, a fee for 
services rendered not exceeding 2% of the value of the property including the income 
therefrom. He is also permitted to employ such part of the property vested in him or 
the proceeds therefrom as may be necessary to pay the expenses incurred in the admin- 
istration of the Regulations. 


In addition to the income from fees, any income received from vested assets which 
consist of, or are converted into, cash or Canada bonds is credited to the Custodian’s 
Office Administration Account, from which expenses of the Office are paid. We have 
drawn attention to this procedure in past years because it is not consistent with the 
treatment of income arising from other assets vested in the Custodian. In February 1967 
we were informed by the Deputy Custodian that, on the basis of his interpretation of 
an opinion given by the Department of Justice in 1947 and discussions with officers of 
that Department, he was satisfied that the Custodian was acting within his legal rights 
in retaining the income from the bank deposits and Canada bonds included among the 
vested assets. It is our opinion, however, that the Custodian is empowered to retain the 
income from any asset vested in him only to the extent that it is required to meet 
expenses incurred with respect to that particular estate plus a percentage of general 
expenses. 


There was ‘an excess of income over expense in the Custodian’s Office Administration 
Account in 1968 of $58,000 which was added to the surplus account, increasing the 
balance to $850,000 at the year-end. A summary of income and expense for the past two 
years follows: 


Year ended December 31 
1968 1967 
Income— 
Incomedrom investments .aP se ieee sk alee oli. eaties ee Ait $ 123,000 $ 92,000 
ANGE eST Ae AMICON SIS bee os a Ks kee Be eae ee ec ts ee 6,000 6,000 
Fees on assets released from administration.....................-0 00 4,000 13,000 
Other, . VO... 40 eee ys: Ais. oF. Bee elke. 2 fp — 1,000 
133 ,000 112,000 
Expense— 
Palaties ‘and empovee Deneiia, qc ols dh asd ee cte nM acctecateniceged Memes 64,000 61,000 
TOO POG. aids aes Ub ae la oe anne i ies A hae aah eae gene 7,000 8,000 
CORDON ys hart ake yay cai cdot ie Ce aio. hs a aa aa 4,000 2,000 
75,000 71,000 
Fixcess Of INGGIMA OVEr CXDENED <0 vucins Fanetce weicie e oe eae ee ee ae $ 58,000 $ 41,000 


The reduction in income from fees on assets released results from the decrease in 
the amount transferred to the Minister of Finance for credit to the War Claims Fund, 
from $550,000 in 1967 to $200,000 in 1968, and to a decline in the value of assets released 
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by the Custodian to the established beneficial owners. Bond holdings were only slightly 
higher but higher rates of interest accounted for the major portion of the increase in 
income from investments in the year. 


312. Economic Council of Canada. The Council, consisting of a chairman, two direc- 
tors and twenty-five other members appointed by the Governor in Council, was estab- 
lished by the Economic Council of Canada Act, 1963, c.11, to advise how Canada can 
achieve the highest possible levels of employment and efficient production. 


As required by section 20 of the Act, we have examined the ‘accounts and financial 
transactions of the Council for the year ended March 31, 1969 and have reported thereon 
to the Council and to the Prime Minister. 


The following is a summary of the expense of the Council for the past two years: 


Year ended March 31 
1969 1968 
marries ana-employeebenehiterrreres once ei betes ccesawavcscevaes $ 1,249,000 $ 1,250,000 
Bete PAC BDECIAUPOCVICES LD 5 Hie cosines 46d si cianesd os add krd does ead 210,000 194,000 
A Ne ce eR ae aie aici Meee a 6 sky bv agh ae Sse aceyaave RON 90 ,000 85,000 
Stationery, supplies, equipment and telephone....................... 61,000 61,000 
Ber MBESATIC: FOINO Vals ce ce 2 set wr et Bale d, delhi secs saat ae 57,000 62,000 
Por tention Ol TEDOris ANd Studies so . vac bea fds ean bs loge os 26,000 31,000 
UE ICCCHATICOUS ee es TEESE EEE eect rere ebeberes aa TN 18,000 19,000 
MORRIE TDCDNG 6.6 ooo bk oak a bec ek ah NS Te EL $ 1,711,000 $ 1,702,000 
Total expense provided for by— 
Baty a OUR GLe! 20. ee eC iis Gah dias Cada deen eon eke $ 1,479,000 $ 1,487,000 
Government departments which provided major services without 
CO Nee ee ee Saat a «ria arate Geld ar a Goh ave aed 232,000 215,000 


$ 1,711,000 $ 1,702,000 


The expense for 1968-69 included $162,000, for studies begum in 1966 and on which 
a total of $346,000 had been expended to March 31, 1969, for a special reference from 
the Government concerning the responsibilities of the Department of the Registrar Gen- 
eral of Canada (now the Department of Consumer and Corporate Affairs) relating to: 
interests of the consumer; combines, mergers, monopolies and restraint of trade; patents, 
trade marks, copyrights and registered industrial designs. 


313. Exchange Fund Account. This Account was established in 1935 “to aid in the 
control and protection of the external value of the Canadian monetary unit’, and now 
operates under Part III of the Currency, Mint and Exchange Fund Act, R.S., ¢.316. 


As required by section 27 of the Act, we have audited the Exchange Fund Account 
and the transactions connected therewith for the year ended December 31, 1968 and have 
reported thereon to the Minister of Finance. This section requires a certificate to be 
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given annually to Parliament and I now certify that, in my opinion, the transactions in 
connection with the Account have been in accordance with the provisions of the Act and 
that the records of the Account show truly and clearly the state of the Account. 


The advances to the Exchange Fund Account from the Consolidated Revenue Fund 
at December 31, 1968 and 1967 were represented by the following: 


December 31 


1968 1967 


Canhdian, Gollers.anc fl. Tum CAS: 0 ED) ate a ee ate eae $ 836 , 000 $ 605 , 000 
Deposit with Bank for International Settlements, with accrued 

Br POT ESE oie sas ANS ee Re Re ee i aor ai ee hare 6,804,000 16,313,000 
Deposit with Bank of England, with accrued interest......... 108, 136,000 — 
United States dollars'and securities / Pt Ps ere ee es a 1,915,156,000 1,264,787 ,000 
International Bank for Reconstruction and Development bonds, 

Sb LOS WHO-ACCTUSU IDLELESE: .. ocak nk vielen, Ree ree ace 10,970,000 — 
Internacional Monetary: Bind note; cos .4 chaser fees — 37,932,000 
CSOT ise ee Ms PE held TR, PRO ca A ei oe a aie 933 ,046 ,000 1,097, 160,000 
Suspense accounts n;.coeliy) os ge ow ew tenes eee de Mee 291,000 121,000 

2,975, 239,000 2,416,918,000 
Deduct: 
Due to the Consolidated Revenue Fund, in accordance with 
section 24 of the Currency, Mint and Exchange 
Fund Act: 
Earnings for the year on investments............... 73,075,000 52,300,000 
Net profit for the year from trading operations in 
foreign exchange, gold and securities, and from net 
valuation adjustments on unmatched purchases 
COR Re i al le ie clic oe ot 8 11,435,000 2,336,000 
84,610,000 54,636,000 
POLLED EAS 5 oh. Sek perv du oh a pa ee ae ek Bae rie oa 29,729 ,000 30, 282 ,000 
114,239,000 84,918,000 
Advances from the Consolidated Revenue Fund............. $ 2,861,000,000 $ 2,332,000,000 


The United States dollar holdings were valued at $1.08108 (par of exchange) at 
December 31, 1968 and as a consequence the valuation of the holdings at that date was 
$22,744,000 greater than if the closing market rate of $1.0728125 had been used. 


As required by section 24 of the Currency, Mint and Exchange Fund Act, the earn- 
ings for the year on investments and the net profit from trading operations in foreign 
exchange, gold and securities, and from the net valuation adjustments on unmatched 
purchases or sales, totalling $84,510,000, have been paid into the Consolidated Revenue 
Fund as revenue of Canada. 


The net loss of $553,000 arising from trading operations, etc., in 1966, for which the 
Exchange Fund Account had not been recouped, and which was commented on in para- 
graph 93 of our 1968 Report, was paid into the Account from Finance Vote 46b provided 
for the purpose. 
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314. Government of the Northwest Territories. The Northwest Territories Act, 
R.S., c.331, provides for the appointment by the Governor in Council of a chief executive 
officer for the Territories, to be known as the Commissioner, and for a Council of the Terri- 
tories consisting of twelve members, of whom seven are elected and five are appointed 
by the Governor in Council. The Commissioner in Council is empowered by the Act to 
make ordinances for the governing of the Territories in fields paralleling those normally 
within provincial jurisdiction. 


The accounts and financial transactions of the Territories are subject to examination 
by the Auditor General of Canada in accordance with section 19c of the Act. The section 
also requires that the financial statements presented 'to the Council by the Commissioner 
be certified by the Auditor General. 


Our responsibility in this respect commenced with the accounts for the year ended 
March 31, 1968. Last year (paragraph 319) we reported that our examination for that 
year had revealed such serious errors and inadequacies in the recording of expenditure 
and revenue that we were unable to certify the statements. Action taken in 1968-69 
remedied this situation. 


The following is a summary of expenditure and revenue of the Government of the 
Northwest Territories for the year ended March 31, 1969: 


Expenditure— 
Ra Dit a PeOeCisLk. . ma cikiteat be avert pints 4) ald. pwalees .aecene: Lateran oor $ 4,229,000 
ee rN TA Rh My eters iri lind hia poole e doby ke epee 3,078,000 
EIT AS UMLE Na a ot gee EMR a 9 a ge a ON eel Cer T ONS MimeMsner Rey, SANG eee 2,963 ,000 
eRe AOE RRGTV AT Ee ta oe Sete, Pb a, gars ah Thy eds pore oR es Meh ed Flee de RRR ee es 2,317,000 
RIG TREC CTIA Me: the dea bis, sk UE aS. Ady hadaly 30g dys baad sis sp im ier < wae a ak SOE ON aa 2,180,000 
“ano ben Gayl, O02 0) Reeth aencal inl sateen an spebaierariamitnabns aii tenrrcal wigan. “utvali pia tate 1,428 ,000 
SRI este entire, earls: hay led Winer a tiny “eradicate are wed eek ae OMT aE eo Ne 1,008 , 000 
PH INer Orcs & ee liieils, yey stl lhe od Gh AG Tid. af SRE tates on a Ren eed s § 786 ,000 
Serene TPO Canna.) ow. dt ec Ws obincae co. Beapaoininy fo eae ee 729 ,000 
Pee ELAN NS soccer Sh ohin, toaha s/c. ws lad Wickerk etd «tle wal Mn Che aya eh A he Bk 654,000 
Prenondce and commnumity G6Velopment... occ ces sues shea eas adit ater eleeuss 537 ,000 
ALO MATAPCICIIS Ne eed et ttad vate eke. bids Sens MRR eter HEE ES Pen we Pe 431,000 
Legislation..... OE ee ee eee eee ROPER PE ee ee Ley. ere eae ee Tare 187 ,000 
20 , 527,000 
Revenue— 

Federal grants: 
NRC RM NL sores 3 Atha): Hata bo bid URL ade Cute in ge mmnrn Bin Bel SPE ea) 5 5,153,000 
Be Da Bot Py a Ae RO en RE EME DA Die er, SaaS anc ae BR 1,117,000 
6,270,000 
Pe ALS PENNE ORB rhea a Sas ne 1g pits wade Rann s ME coke ul a es a 4,088 ,000 
Ly: UE Spmeeghy Dp senicge eege age paver ar ene AU ln a UNE ala MeN le 4h iy, Re) apa ea rr 1,477,000 
EAGER CIRLL GOS RA ek es RT es Oe ee PR PO eRe ee SEO N ETS cane 392,000 
Tivtorestann Dank aenosite si ts At PPG Ae Raye wees Shaw dow Pe ca 274,000 
aT EL ASUS PRAT RGD 5 lily hi sninn’ss Meceale <Bltgs & Aboubagaal Aeisietdtus ane eee ae a 209 , 000 
so ORI GR, aces ve ety tc Ra hte te “wha GA AOR Ae Fag NH tb oI 357 , 000 


6,797 ,000 
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Expenditure recoveries: 


FOALS. 20'S «. a.> ean te Eick loners Renate mas tun te chee al tie aera ge $ 1,974,000 
CPAING . Voice wu oobi EVER Fie Mae rare OS eo ess aes ae 446 ,000 
Publie works iP 4 Oe Se Ee its Pa ote eee at OMe Soe aN ee An aR aie 287 ,000 
Capitaliprojectsnaseurs! & cri. coseene aietade. Jew. sere ae ae ee. Sea 287 ,000 
Social assistance ote] Se AoA es Ra ae eee oa eis eee ree ee 250 , 000 
LUGULOR., oy tere © oa ae hs telat Ba ie BRE once akudters B. ovicie SE Panne nema erates eae eee 166,000 
Othes si essen . ALLA! OP Re are, aE Dee ee eee 14,000 
3,424,000 

16,491,000 


Excess ‘of exponditure*over revenue in .i025 2 EPS ed Mn. Bk, sie atte eae $ 4,036,000 


315. Government of the Yukon Territory. The Yukon Act, 1952-538, c.53, provides 
for the appointment by the Governor in Council of a chief executive officer for the Ter- 
ritory, to be known as the Commissioner, and for the election of a Council composed of 
seven members. The Commissioner in Council is empowered by the Act to make ordi- 
nances for the governing of the Territory in fields normally within provincial jurisdiction. 


The accounts and financial transactions of the Territory are subject to examination 
by the Auditor General of Canada in accordance with section 26 of the Act. He is re- 
quired to report annually to the Council the result of his examination in a specified — 
manner which includes certification of the financial statements which the Act requires | 
be included in an annual report, called the Territorial Accounts, laid before the Council | 
by the Commissioner. | 


The following is a summary of expenditure and revenue of the Government of the 
Yukon Territory for the year ended March 31, 1969, with comparable amounts for the 
preceding year: 


Year ended March 31 


1969 1968 
Expenditure— 
CTAUTtAs DPOTOCUS: oo8's 5 ee cats «oe ee ee ee ey Oe ee em ee $ 5,289,000 $ 3,245,000 
Personnel Séryices 2% .:. Ci ene eee ee ee are ae. Oe 4,411,000 3,728,000 
dingineering and mimicipal all aid v5 4 ee ie cs yee 3,075,000 2,376,000 
Hducation and occupational framing... 24: .4..40662..05.200-.055 1,135,000 1,025,000 
Yukon. diospital indutance Service ie .0 oe is 8 ee oS ws eh 868 , 000 653 ,000 
Interest on loans from’ Canada... 0.0 ee eee sae eee ae 604,000 456,000 
Welfare’. 558. LSPS Tk a oes se RS ek et 404,000 356 , 000 
Se Te eC eee ah ee re ey Oe ORR Cee ee een 365, 000 268 ,000 
RRM ai Sax oss Son ao ewe hs ne sy ch oe A ER ree ens eae 1,058 ,000 992,000 
17,209,000 13,099 ,000 
Revenue— 
Federal grants: 
COGP ATI Go's 2 Gach 4+ ie a soe eae eaten Pe ee es es 4,612,000 3,096 ,000 
LGN BINOMAZAUON. so dG st Peo ree ee rear eT errr eee 1,003 ,000 780 ,000 


5,615,000 3,876,000 
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Year ended March 31 


1969 1968 


ERROR Ra Ai ae eth, RUE. CY . BP eC Nay $ 2,091,000 $ 1,247,000 
Inauonpro teri. 2 races tieat: } cb ramewd. | chase’ odd ads 1,391,000 1,130,000 
Re C OMe TSR nytt oe Syrah ee aS voy ehinwe ie sy 2a a hoes aeicaned 458 , 000 349 ,000 
er er en rans ne Ne oF RNA No LP ee Se SAE 314,000 231,000 
4,254,000 2,957,000 

Expenditure recoveries 
Des SIG UAT OME Sr eh Aces ai Roe 5 8, a) ok Mee Gn ae 1,683 ,000 1,174,000 
Engineering and municipal affairs........ Oe PEM Ea it EM eR 2,144,000 1,604,000 
Yukon Hospital Insurance Service.....................-5: 586 , 000 397 ,000 
Education and occupational training....................-. 311,000 281,000 
UO gS aeatas ada i i ce oc tra i atari ge eR ae 310,000 276,000 
Others. £0) 10s. Ar Ae... BON .. ) BATS .. Jan cede 549 ,000 568 ,000 
5,683,000 4,800,000 
15,452,000 11,133,000 
Heecrs sO) expendittire Over FOVenUG... ...42.hohi vide Sedua swe dawen $ 1,757,000 $ 1,966,000 


316. Municipal Development and Loan Board. This Board was established by the 
Municipal Development and Loan Act, 1963, c.13, to promote increased employment 
in Canada by augmenting or accelerating municipal capital works programs through 
loans to municipalities. Funds were allotted to the eas. in proportion to the popu- 
lations as determined by the 1961 census. 


As required by section 19 of the Act, we have examined the accounts for the year 
ended March 31, 1969 and have reported thereon to the Board and to the Minister of 
Finance. 


Expense for the year amounted to $44,000, a decrease of $39,000 from the previous 
year, and was met to the extent of $11,000 from Finance Vote 45, and to the extent of 
$33,000 by government departments which provided accommodation, accounting and 
other services without charge. An amount of $9,000 received from the Canada Deposit 
Insurance Corporation, with respect to the Board’s staff and office accommodation shared 
by it, was credited to revenue. 


The termination date for loan applications was March 31, 1966 and at March 31, 1969 
the Board had authorized and fully disbursed 2,429 loans, amounting to $396,952,000, 
to 1,262 municipalities. 


The Act provides for forgiveness of 25% of the principal of a loan where the proj- 
ect was completed to the satisfaction of the Board prior to September 30, 1966, and 
where the project was not completed on or before September 30, 1966, for forgiveness 
of 25% of that portion of the principal of a loan that was made with respect to the 
cost, as determined by the Board, incurred on a project up to September 30, 1966. Loans 
totalling $97,605,000 were forgiven by the Board leaving $299,347,000 to be repaid to 
the Department of Finance with interest at from 54% to 53% in annual or semi-annual 
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instalments over periods not to exceed the useful life of the project up to a maximum of 
50 years. At March 31, 1969 repayments totalling $18,035,000 had been made leaving 
$281,312,000 outstanding at that date. 


The purposes for which the Board was established having been fulfilled, its staff 
and facilities were transferred to the Canada Deposit Insurance Corporation as of April 
1, 1969. 


317. National Arts Centre Corporation. The National Arts Centre Act, 1966-67, 
c.48, established the National Arts Centre Corporation consisting of a Board of Trustees 
composed of a chairman, a vice-chairman, and nine other members appointed by the 
Governor in Council and the persons from time to time holding the five public offices 
named in the Act. The objects of the Corporation are to operate and maintain the 
National Arts Centre, to develop the performing arts in the National Capital region and 
to assist the Canada Council in the development of the performing arts elsewhere in 
Canada. 


The construction costs of the National Arts Centre building to March 31, 1969 
amounted to $43.8 million, which was provided from parliamentary appropriations of 
the Department of the Secretary of State. The Centre itself is not included among the 
assets of the Corporation and we are informed that the Department of Public Works 
intends to lease the Centre to the Corporation for twenty years. Under the terms of the 
proposed lease, the Corporation is to assume full responsibility for both maintenance 
and operation of the building but will not be required to pay rent or to provide for 
interest and depreciation charges. If this policy is followed the accounts and financial 
statements of the Corporation will not reflect the true costs of operating the National 
Arts Centre. (See paragraph 96 of Volume I of this Report.) 


As required by section 16 of the Act, we have audited the accounts and financial 
transactions of the Corporation for the year ended March 31, 1969 and have reported 
thereon to the Chairman of the Board with a copy of the report being provided to the 
Secretary of State. 


At March 31, 1969 the Crown’s equity in the Corporation was $589,000 comprising: 
cash and short-term bank deposits, $326,000; advances to performing companies and 
artists under contract, $224,000; furniture and equipment, $124,000; accounts receivable, 
$14,000; less accounts payable, $99,000. 


The following is a summary of operations for the past two years: 


Year ended March 31 
1969 1968 
Expense— 
Salaries and employee DONOhts «ons. sos esa eee hee ike ee $ 487,000 $ 343,000 
Consultant services and expanses. (0... sss cose bre cates cence te 79,000 46 ,000 


Office rent.Aiiid. Gi. de ae. O08. 2G. RE Oe eae i lew, 70,000 63 ,000 


SPECIAL AUDITS AND EXAMINATIONS 309 


Year ended March 31 
1969 1968 

Petre rete ANIC POUR UIOD cs «2 tn eet nid sn, Wao ks hin om ek $ 67 ,000 $ 98,000 
Souverterata peatrical productions /. 4's Wee v ys ge ede 51,000 84,000 
PTL COVETAVOLs Satine dT ea tak Ses ee te sled BEE Dw lt RRS, 46,000 55,000 
corns Greed str eee Oe, Pied baie Nd ty o fob aawye leg 39,000 32,000 

PEACE MOA GEO. PIOTLOFTIAN CES 6620.0. «a ots usted » sdrmeeeyeisnniwiera ess s aa wind © oes 31,000 — 
eOrEOL a AUG CDIP UT AOI ates Gee io wie tote a eis wile ae aiek ales 25,000 30,000 
eT AEN CIS AEE TORI 5 <3. Janer wl shercs Aapdadpiatarneces SEEMED dale soit BRE U 22,000 15,000 
POPES bee 1OGS ANG Ex DENSOS sy ola all elias olde cyl Dale viele'alsta dete lee Oe 21,000 25,000 

Pea LAINL CECE SE SY as % Vs ELI de Oe Ok HOE eR Ce eas Fo 20,000 — 

TACT CeATA LACT, kt! Ste. SLL cera ate. EN DG as Oe 18,000 — 

Paar On) fees BU EXPONSeS.,..ywieeeird. gnwis dite yes. donk kids ced «A vias s VAs 15,000 — 
eer Ces Meee Ne a es Rs PM ds een a tel Lg 25,000 17,000 
1,016,000 808 , 000 

Less: Portion recovered from the Centennial Commission in respect 
REPrORtIVAE CATIAUA.| eo iete vets Lor. DPR te Rs creas Fs aatecs & — 175,000 
1,016,000 633 ,000 
Income— 

ME CU ic, ty Ma sa Y ens. ek A al mae Te mee TS ob 26 ,000 9,000 
oncertansnd theatrics! Productions... . 6. «cs iscsi we cee pane oa we 23 ,000 35,000 
Tira MO ANE | Al Ub cea ete daaipita:s 6 A Ao sus Aad dauetea ative « 2,000 1,000 
51,000 45,000 
INET OSEIOITODCTALIONAT A cent crits Bee ns oe oe a 2 a ee. be a ees $ 965,000 $ 588,000 


Operations for the year were mainly confined to organization, planning and prepara- 
tions for the opening of the National Arts Centre which took place in May 1969. 


318. National Museums of Canada. This Corporation was established on April 1, 
1968 by the National Museums Act, 1967-68, c.21. It consists of a Board of Trustees 
composed of a Chairman, a Vice-Chairman, the Director of the Canada Council, the 
President of the National Research Council of Canada, and ten other members appointed 
by the Governor in Council. The purposes of the Corporation, comprising the National 
Gallery of Canada and the museums of human history, natural history and science and 
technology, are to demonstrate the products of nature and the works of man so as to 
promote interest therein and to disseminate knowledge thereof throughout Canada. 


As required by section 21 of the Act, a report on the audit of the Corporation’s 
accounts for the year ended March 31, 1969 was made to the Chairman of the Board, 
with a copy being provided to the Secretary of State. 
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The following is a summary of the expenditure of the Corporation for the year 
ended March 31, 1969: 


Administration, operation and maintenance— 


Salaries, wages and employee benefits). cans <apgectie taad 2h geravae Soe ow rete $ 3,181,000 
AGCommouaorn'.. ... Bete ete tetghels eis! ihe hallhione o wha) stalielaheia"s ohh Ae Ee ee 748 ,000 
Scientific and other professional and special services.............. 00 cece eee eee eee 590, 000 
Protective SeneaCes ois 5 46s in oe teen eae SG alee 6 istics Rae ee 511,000 

PRL SNAUGE 10) choot Sage a Eee Ten Gee Saar e WN Mr er WA celta hen AR ot Sayre 284,000 
Wiaterials enc. SUpPDIIOS y. «5 Lim a Sie canes ce wo Siciare Siete ge de ota ine ann eer et ear 281,000 

AP VAVEL Rin oe es toe, Sa Abe ees ote Care ere ars ree ts eS Ree pee ee, See 224,000 
Display Services! «6.10 Poko AS Seb bie eee ee we Be ee eee 221,000 
Office suppliésiand equipment including, DOOKG so ss css soce.ecs ye eaeceeeracin cs a A AO 202 ,000 
Pransportationy of exhibitions) (oie se bs Bee eed Ps oo ee ee oe a I een nee 174,000 
Exhibition rentalesand photography seryices2.; ss. x03 tel en- Pals aye es 141,000 
COMIAUTIC AULONS 5 ..A sec eco aicct bz ee Ee ees as es en ae ae ee 101,000 
COE CO ee cre, ers ate TI ls teak Oreo ate MMe ts << ea es gh oe ppb Ayia oe 239 ,000 
6,847,000 

Works.oL art, artinacts,ancduonner ODjeCts...~ 25:46 os oe ee ae soe SR eee 991,000 
Nachinery equismentieane TUMmIshiliys, «1.0 .c. cmc be Aa Aveta oa 3/e tune Sey ae ne 347 ,000 
cLotalexpenditure 1 o.6e''00s Nahe a Wake eth See a aie ete eign, ee Oe ode ee A $ 8,185,000 


Total expenditure provided for by— 


Secretary of orate ove 70. y's Bee. ee eS, OG. Bt eee, a $ 6,023,000 
National: Museums Purchase Account. ogc) Bs uc Geen tee canbe ee ae ais 991,000 
Government departments which provided major services without charge............ 1,171,000 

$ 8,185,000 


Miscellaneous receipts amounted to $52,000 comprising: $25,000 from exhibition, 
lecture and restoration fees, etc.; $13,000 from admission fees to the Jordaens exhibit; 
$8,000 from sales of publications, slides, photographs, etc.; $3,000 in refunds of previous 
years’ expenditure; and $3,000 in sundries. These receipts are recorded as revenue of 
the Secretary of State. 


In accordance with section 10 of the Act, three special accounts, the National 
Museums Purchase Account, the National Museums Special Account and the National 
Museums Trust Account, were set up within the Consolidated Revenue Fund for Cor- 
poration purposes. 


The National Museums Purchase Account was credited with $366,000, the balance 
to the credit of the National Gallery Purchase Account at March 31, 1968, and with 
$1,050,000 from Secretary of State Vote 70, to acquire works of art, artifacts and objects 
on which $991,000 was expended during the year leaving a balance of $425,000 available 
for future acquisitions. 7 


The National Museums Special Account was credited with $4,000 transferred from 
the former National Gallery Special Operating Account. 


The National Museums Trust Account was credited with $1,700, being the Glaze- 
brook Bequest Trust Fund transferred from the former National Gallery Special Operat- 
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ing Account, and $1,200, the McKee Trophy Fund transferred from the Department of 
the Secretary of State. Interest earned on these funds during the year amounted to $75 
and an award of $100 was paid, leaving a balance of $2,900 at March 31, 1969. 


319. The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of 
Children. The Queen Elizabeth II Canadian Research Fund Act, 1959, c.33, established 
this Fund to assist individuals or organizations to undertake or carry on research into 
the diseases of children and the causes, prevention and treatment of such diseases. 
A Board of Trustees consisting of a chairman and six members is responsible for the 
management and administration of the Fund. As required by the Act, the National 
Research Council of Canada provides, without charge, such secretarial and other admin- 
istrative and technical services and facilities as may be required by the Board, whose 
headquarters is in Ottawa. A report on the audit of the Fund’s accounts for the year 
ended March 31, 1969 was made to the Board and to the Prime Minister as required 
by the Act. 


The Act provided $1 million for the Fund and permits the Board to accept gifts 
for its purposes. The following is a summary of the Fund’s transactions for the year 
together with comparable figures for the preceding year: 


Year ended March 31 


1969 1968 


Balance atibecinuing or wvear, fl) SOS A, A. Ge HL a $ 1,033,000 $ 1,008,000 

iar TooLinvestaentsds. Goris... O45 . (0. Stee iaee yo). PTR. ae 63,000 46 ,000 

1,096,000 1,054,000 

VATS ADPTOVER: GUID PW CATAO Yi. Nim wes, gle erie bin pattrn depnahemicole ale 134,000 48,000 
AGN TOTENCO ON DACCIAITIC LESCATCH «. 5 6 +0 acces 0+ hata tar tee © i Sac de aig 7,000 — 

Less: Cancellation of awards approved in prior years.............. = 27 ,000 

141,000 21,000 

Dalancontenior Vest Mi wre a Ter NOR RIG ia ce las geen ee ees $ 955,000 $ 1,033,000 


Two categories of awards have been established by the Board of Trustees, namely 
“Queen Elizabeth II Fellowships” and “Queen Elizabeth II Scientists’. Awards in the 
first category are made to doctors of medicine or “other suitable fields of science” to 
enable them to obtain advanced training and experience in research related to diseases. 
of children. The value of a fellowship ranges from $4,500 to $8,700 per annum, depending 
upon qualifications, plus a travel grant and children’s allowances where applicable. One 
renewal and four new fellowships totalling $38,000 were awarded during the year. In 
addition travel grants and children’s allowances totalling $6,000, relating to fellowships, 
were approved and paid during the year. 


The second category covers the salaries of scientists appointed to carry out research 
at universities or teaching hospitals. Regulations approved by the Board of Trustees 
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depending upon qualifications, for the first three years and $5,000 per annum for the | 
next following three years, after which the institution at which the appointment is | 


outstanding liability of $50,000 in this connection plus the outstanding liability of 
$8,000 for six fellowships awarded in the preceding year were included in the total pro- | 
vision of $186,000 for awards approved appearing on the balance sheet of the Fund at 
March 31, 1969. 


320. Roosevelt Campobello International Park Commission. The Commission was \ 
established by an agreement between Canada and the United States of America signed | 
on January 22, 1964 to administer the Roosevelt Campobello International Park, on | 
Campobello Island, N.B., as a memorial to President Franklin Delano Roosevelt. Im-/| 
plementing legislation in Canada is the Roosevelt Campobello International Park. 
Commission Act, 1964-65, c.19. The Commission consists of six members, three appointed’ 
by the Government of Canada and three by the Government of the United States of 


America. 


Proprietary equity at December 31, 1968 totalled $829,000, represented by: cash, : 
$179,000 and capital assets, $651,000; less accounts payable, $1,000. 


All costs of maintenance and development of the Park are shared equally by the 
two countries. Operating expenditure totalled $107,000 for the Commission’s year ended’ 
December 31, 1968 compared with $100,000 for the previous year. The major items of} 
expenditure were: salaries, wages and employee benefits, $82,000; travel, $6,000; repairs! 
and maintenance, $6,000; conferences, $3,000; and insurance, $3,000. | 


Capital expenditure amounted to $61,000 of which $34,000 was for property im- 
provements and $27,000 for equipment. | 


321. Royal Canadian Mint stocks. The Royal Canadian Mint was a branch of the 
Department of Finance up to March 31, 1969 and its revenue and expenditure accordingly 
formed part of, and were examined with, departmental revenue and expenditure. 
Section 20 of the Currency, Mint and Exchange Fund Act, R.S., c.315, required that 
“the Auditor General shall, at least once in each year, inspect the store of bullion and 
coin at the Mint”. We inspected these stores as at March 31, 1969 and reported thereon. 
to the Deputy Minister-of Finance. The stocks of bullion and metals at cost and coin 
at face value held by the Mint at that date amounted to $14,857,000 comprising: gold, 
$8,234,000; silver $693,000; bronze, $607,000; and nickel, $5,323,000. 


With effect from April 1, 1969 the Royal Canadian Mint was incorporated under’ 
section 72 of the Government Organization Act, 1969, 1968-69, c.28. This Act also re- 
pealed section 20 of the Currency, Mint and Exchange Fund Act and consequently our 
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responsibility under this section for the annual inspection of the store of bullion and 
coin therein has been withdrawn. However, subsection (2) of section 93 of the Govern- 
ment Organization Act, 1969 provides that: 


The Auditor General shall inspect the inventories of stores and metals of the Mint 
at least once in each year. 


Because of the importance of the store of bullion and coin our previous annual 
inspections under the Currency, Mint and Exchange Fund Act have consisted of a 
complete count of precious metals. It will be noted that the new Act calls for an 
annual inspection of stores and metals, an added requirement which was inserted in 
Bill C-173 without prior consultation with the Auditor General. It is not practical, nor 
should it be necessary, for any auditor to make a 100% inspection of stores on hand or 
of base metals and therefore the inspection of stores and metals of the Mint will hence- 
forth be on a test basis as is the case with the audit of other inventory accounts. This 
means, of course, that there will not necessarily be a complete annual inspection of the 
store of bullion and coin at the Mint unless Parliament or the Public Accounts Com- 
mittee indicates its desire that this be continued. 


322. Royal Canadian Mounted Police (Dependants) Pension Fund. This Fund was 
established in 1934 under Part IV of the Royal Canadian Mounted Police Act, R.S., 
c.241, retitled in 1959 the Royal Canadian Mounted Police Pension Continuation Act, 
to enable members of the Force other than commissioned officers to provide pensions 
for their dependants. The Fund is credited with contributions and interest at 4% per 
annum and charged with all pensions, annuities and other benefits paid. 


The balance of the Fund at March 31, 1969 was $8,282,000 compared with $8,093,000 
at March 31, 1968. 


In compliance with section 88 of the Act, we have examined the accounts and 
financial statement of the Royal Canadian Mounted Police (Dependants) Pension Fund 
for the year ended March 31, 1969 and have reported thereon to the Solicitor General. 
The following is a summary of the Fund’s transactions for the year together with com- 
parable figures for the preceding year: 

Year ended March 31 


1969 1968 
Receipts— 
On Ole Ve DIBMIDOI. no a.6 es tal «pun igea Meena ated ee ea calor esd $ 320,000 $ 341,000 
DROP ree URN we SUP AE a a ayes UL et Ba a ISN ean Ba Si pe 322,000 313,000 
Penslties on delayed contributions, on. os. focee b aud aeaee cbs sh eh 1,000 1,000 
643 ,000 655,000 
Disbursements— 
PEP tH Ie Oi ONL TID ULIOMS: «tid inet mee ae he ee mre hehe SA Aas 372,000 381,000 
POrmmONe Uy TOC ANIS Gad Ga otk iy ie bas tHe Ge ee ina sO oie dle Peay 82,000 82,000 
454,000 463 ,000 


Pace OU LeOcipts OVEr Cis WUmsOMONts «2. ines dats Vy nald edb eye a We RAD $ 189,000 $ 192,000 
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The Act requires that an actuarial valuation of the Fund be made every five years. 
The last such valuation was made by the Department of Insurance as at March 31, 
1964 and, like the four preceding quinquennial valuations, showed the Fund to be in a 
surplus position. Following each of these valuations since 1949, an increase in benefits 
has been implemented on recommendation of the actuary. An actuarial valuation as at 
March 31, 1969 is under way. 


In January 1969 one of my Directors, Mr. Arthur B. Stokes, was granted leave of 
absence in order that he might accept a two-year term appointment as Director, Internal 
Audit Service, with the United Nations. While we can ill afford to lose Mr. Stokes’ 
services for this period, I realize the importance to Canada of having a senior position 
in the United Nations occupied by a Canadian and am happy to have been able to make 
this possible. 


The frustration caused by the Treasury Board’s reclassification of my staff positions 
together with the continuing staff shortages has made the year a particularly difficult 
one for my entire staff. I wish to record my appreciation for their continued loyalty and 
devotion to duty under these trying circumstances. 


A. M. HENDERSON 
Auditor General of Canada. 


March 24, 1970. 


EXHIBITS 
(as published in the Public Accounts) 


Statement of Expenditure and Revenue for the fiscal year ended March 31, 1969 
(with comparative figures for the preceding fiscal year)..................00-. Exhibit 1 


Statement of Assets and Liabilities as at March 31, 1969 (with comparative figures 
PER: SAL ETCVE ON ky TROLS SD We RA ann OO i OL a nae eA ra Re MeBEE MY 2 LS Leth Exhibit 2 


Summary of Appropriations, Expenditures and Unexpended Balances by Departments 
Pom meescan year enued March dl L9G 0 6 ib. s is se aut e en ee bee eben «anes Exhibit 3 


Summary of Revenue by Main Classifications and Departments for the fiscal year 
SECs aPC LOS fis. aie slocipy ass «us oe’ oh SRS ERR el A CAN. at ero deena ats Exhibit 4 


316 REPORT OF THE AUDITOR GENERAL — 1969 


THE GOVERNMENT 


STATEMENT OF EXPENDITURE AND REVENUE FOR 
(with comparative figures for 


EXPENDITURE 
Fiscal year ended 
March 31, 1969 March 31, 1968 
PR ECUNNITI Sc hdr xcs swe ss CSR EE Ad Cok hw ote Oe als Te oer eae SnD calh Up hoa ate eta Tae nee mers $ 286,880,199 $ 276,467,417 
ER METPMWI OR TODS sais ac Ales oldies Baey G2 bs Ba as Us ke US aia tee «Penman cantabetie tae ones 12,830, 989 14,501, 230 | 
PGE ITCe oo oie'es sw BS BiG CASH Rig Reise Vee RO CT Tok ae eee Oa ties ere eee 341,712,135 301,.845, 593 
Consumer aad Sorporate Alara, Jo5 5 Saas wcn bate re vista tetas Bele ss Sree wie oral a Sieg Ste enone te 13, 752, 965 12,871, 549 
Enerey, Mines ANd RGsOurCCS .». diciswcn Beh Sorcc. sietmaterntes terete noite aah die © Rhett eee tea 107,117,782 134, 067, 804 
PA GOTIS LCLa Ys ce cata eae oo MP ee reed hanes cals son Morea RIOR eet oer astnie wher hs Gila a aeeretneee mee 72,573,868 69,301,717 | 
Hirternal Ataits sy. aces bei s Sec. ea Se Ris ic OG ee ee cee es es Sas ee ee 226,116,193 215, 748, 898 
Finance— | 
PEGE UGS CHELZOSTS coc 55.5 Bl ee Oh ow bP BS ORs Ce eT geet c so Sek REE OUD cea 1,479, 987,035 1,300, 748,995 
Fiscal, tax-sharing, subsidies and other payments to proVinCeS............ cece eee eeees 867,115,873 737,510, 554 
DENET OXPERGITULO se. orp Rie ee ee ex oh bas ic oe ee er Oe PC CGR Moti Ft Se ERT are eee 69, 265,417 78,485,017 
2,416, 868, 325 2,116,744, 5686 
UME TONER DL. 1, caves cad > waaks Ga ee eae a, 2 ce eC ae ik eae ems ais bo cake ar iene 2,423,060 2,268, 666 | 
Insurance..; Wile. atts, Eek SEA as ee PREIS oa ek ee aR rn 2 Ge ee 1,873,952 1,904,188 
Pisherieeand Worestiryn i. veces hal ZS ie ss ARO, Be ee alot ieee eee 79,045, 963 73,797,011 — 
Governor General and Lieutenant-Governors. os. cisa s sd ae do ae ee oe ua oa ese sles ol clels ols 1,039,210 1,020, 657 
Indian Atiairs snd Northera: Developrientt. 2 oo ig ec ee ce ee ee ee 266, 992,760 231,436,114 
Industry and Trade. and Commoercesens: ataeust: QPS. Le aloe Poecerace skeet 203 , 888, 767 186, 394, 080 
SLUGS Tec RRR OS a GM IAEA en hk BR PL LRN AR ns A oat Yeo AR GE ARMIN 8 16, 930, 785 15, 354, 385 
cB Y 2514 Sega GRRE SF STOLE SG ALLIIWN MLD AEA): a NEWT AL ne TR ie Pincy Rug eE WO ASL as ot Ae ee RP AAD ol beh 2 ‘11, 162,675 10,879, 840 
Uneniploy ment insurance Commiesoni. .. ac. vc test ad sp veremereuladon (rst seems 125, 435,370 107, 150, 238 
LOSI AUEE «|. seh sends Watcarsrehe © ised wisi ceo ub O dena lolcnatls canine pea cn a ee 18,586, 762 18,305,865 
Minpowor. and Wu mer avin... cate o i 6s conus ce Caan ce Fee OEE TE ere Une meas ane ae 416,115,015 417,867,189 
National Defence— 
POGUE OPW oii dS EON wins, sre wiarclaleboe es twat oale o4u-o 9 Wn W Alaa SUE Re Re te Ee one eee 1,507, 694, 827 1,527, 867,125 
DIOTENCH TOSEAPOTE. nbs hse EN Gy oe was s aie & wimerain, dame OE vac aol we EER ares ee 44,146,326 40,589,972 
Other expengitire ee. Geek 26: CPU A: a ee ed Se a. 208 , 954, 612 183, 141,072 
1,760,795, 765 1,751,598, 169 
National Health and Welfare— 
CEOS CARL [01 02.) Ratna oS a EEN eo EE GREE RISE APR RC IDn TL. ae Ody | SEL) RUE Ty EtAc 560, 186, 052 558,774, 458 
COOCHER EXPE NCS EEP Oe se airs okie hs aX tb ele iat wate ate Mite. Stee u GRee eve eae eR eee ge gu eRe 1,108, 553, 994 949 942,995 
1,668,740, 046 1,508,717, 458 
PU RCI TREO OG oY 5°. 5 ida oo Skies eee Sis 8 Ge gE ie PPL oy gate ler i a RE easels ihe Sea eee 119, 970, 863 115,058, 155 
TIS o OUNCIL cs eed gts Asatte ees Oe Lethal eee das Gone oe tre ears eee re he Ce eee 9, 269, 630 11,024, 563 
PEGE OEICS 00 5 228 e alos Wicne o Gn dk Rocce hs HR ete Note Ag ee ee eek eee 284,771,301 290, 800, 422 
MLE MOME LE IOV CCD ON be bec es heck Sete ins ek Perea aoe ae chek BPP TAEEIS ) Gi c taupee ee 180, 789, 864 159,573, 686 
BOCTOLAIN CF SES UG no ye as es Bours co OO euelva 4 oe RES Coen Re es Oe ee ee Peete 374, 240, 394 222,661, 380 
Canadien broadcasting Corporation... oie ised. hiatal oe wie ee Lee 148, 329, 094 143, 283, 050 
BOLICTEOE CAONOTSL i cae aucatets Alu ds Gee es Ciao as OR OREN Sen) BME «Biase ar cee ee i ee as 64, 183,123 65, 804, 445 
Royal Canadian Mounted: Policd..i 4.5 0: ovate Cs eee Ce er ae Sak fete Re 101,755,172 87,655,413 
ROY ACL IGRVICER: orc tee oe bac oh ce See a ees Fe ee Ee le eae ee 65,701, 541 64,352, 811 
é ey 0) Cia sy CA erate eat RnR a On Sy Sera PN SE eT eH ARC tee en, one NCA Rie RR AOE 6 |) 478 , 296,457 512, 146,530 
Central Mortgare and. Housing Cornoration:, 4.) saws aco cal oe ee el eae 29,763,950 23,131,106 
weAs Ur Yy ORIG ouls oss Oh vais a oe babe ented Da Te ah AS Ree ee ee eee shee ga eae 314, 428 , 206 158, 512, 285 
PN ARECTIAN (HOSEATON A SOUDULL: oy cae hte « cas Rhexaie oa ies OIG EE ane on ee 117,786,798 101,019, 186 
Veterans Affairs— 
Pensions..... noha ticne :MAEPMER ROTI ERE E ONE phi oma kien ME been a ire © uate ee eae 223,320,876 205, 598,530 
COEROE CLPONGUUTO 2 es We orton tee sa a NE ee Be id etree ae 204, 258,782 195, 216, 382 
427 , 579,658 400,814,912 
Sobel Semen Cee ysis of Ls ces aia phd Ses ee ie pne ne ahae Sone een i ere ae Mee hei ee 10, 767, 248, 637 9, 824,080,573 
Puasetory denotes arc a ee seal cots wat ante ais Fae eels cits a eee: Ua as —576, 112,843 —794,774, 669 
10,191, 135,794 9, 029,305,904 
R. B. BRYCE, H. R. BALLS, 
Deputy Minister of Finance. Deputy Recewer General for Canada. 


(This Statement is to be found on pages 7.2 and 7.3 of the Public Accounts, Volume I) 
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EXHIBIT 1 
OF CANADA 


THE FISCAL YEAR ENDED MARCH 31, 1969 
the preceding fiscal year) 


REVENUE 
Fiscal year ended 
March 31, 1969 March 31, 1968 
Tax revenue— 
Income tax— 
er Oe PEI Te he Scat inl cal ctaic, ofseinsh iad onetavecsuniiats a bee ud & tues ee LK ee A $ 3,356,430,988 $ 2,849, 573,890 
Mee T EOE Lae ere 0. AA WRA s Hiies ) Bole 4 Clas <n ots a £4 SHE GRA ole oe ow Ce wee ee Cue 2,030, 040, 413 1, 670, 589, 109 
MAGGS I UOLORG OLCr,, POLE BOTORU cee. s os oie ecient ose Caivine os «edi acd sa.s alleauete 205, 566, 003 220, 472, 054 
ees aneOReY Cl EUAN RULER ID Ve Salis Sei cic a ie inte s hele elWid xd seine ne bdo alias vin-ve oad one veal 63, 000, 000 
Excise taxes— 
SPOTS pe lf ee il ot MR ag A a a LE de da aa an ah nh RR a gl nO 1,569, 840, 938 1,601, 092, 631 
ea en re re ee 0d SRE Rel ts ee Ue ae ata-o «sie coemare a enlec é Wa aris 377 , 864, 893 337, 048, 159 
We ESS Sy SESS Peg a rere PE te OR ad arte We ae open th Pee 9 (ee 761,681,095 746,437,351 
Pixcise:dutiesins cess de e's Lae an Wa i x Ruston ey MOREL ne ata od eRe ha cee eee ate 509, 287, 828 488, 554, 309 
Ee ert a Spe ta at hel rena thy cas ase citaheil Wiels olay ahus'ers 4.'o. vinnie. a wie > s sc s0 6 00 sleidtaus siasie Sie a oole, alae 112,377,045 102,192,358 
er ne Ee Ge nen ice aa, Ma et er SG iss SME vl a oe vig's ig gw ORES 249, 889 302, 582 
8, 986, 339,092 8,016, 262, 443 
Non-tax revenue— 
PT GUS ON reek bicig in Sve cia id'a wa cael lose .t ois w Wd bs Susie Suey Oy bed valeeale 695, 098, 892 612,274, 956 
eee TOS Eat PO MCHC. L554, tas cae Minis « mnaicioleiviniv asus be ea aes eee ddaes ob Soe ee 310, 625, 169 281,645, 632 
Teehet e vOV 100s Yeats CLUCHOILUTO, |. 65... cece s Dooce bek Seer vs tie bak be Bued ay eaviewles 23,753,541 21,125,932 
ei eos all CUP UsnerntmeG 2s > 0). ein istal Ds oe 00s Win Moo ee hipaa ne SRRORL SES Jee 30, 740, 107 31,723,385 
eh er etN aT PR IONE Le, et Oe oi iow hoardchok's Givlaie Oa gd bieie Geb cies Whew a aie hd caw he Re eas 17,421,572 17,361,161 
BP G4, NICO CE AN CRDOETIALGS alk fioitys a «ied a's arodv DEER ig & AU MERTINO tic AMAA ane 6 adnate 35, 030, 664 23,499, 237 
MUUMs el COMO IEE oS oi ae Wie ie oh %.b 3% we ahkessl oly WMO ER MRO CUA SSIES 74, 764, 059 10, 672, 046 
Peoria (isc OU U NUO XENON GS Hn wih ack Sic sce oe aac anc duns paws ddescssaganbers 515,452 
ORD i Le Cretan eee ta 5 ct pba al aes Kvcta ewan os Ae es dom ik RE AE TT eae 16, 847, 246 14, 741,112 


1, 204,796,702 1,013,043, 461 


() Excluding tax credited to: 
1968-69 1967-68 


Old age security fund— 
EPSON RL UNCOMIG BAK oso osascurce ses oxtiwe st $ 915,000,000 $ 800,100,000 


Corporation income tax................. 183,000,000 150, 000, 000 
Dales Cea Gee. va ess ee teat oes wa es 528,121,864 544,516,014 
pte va renee rere cess. She oe eee TSE aw ak oo oe ok ole Bd CRM esta ore alge Sls 10,191,135, 794 9,029, 305,904 


Auditor General’s Certificate 


The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
obtained all the information and explanations I have required and, subject to the comments in my report to the House of 
Commons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance and 
that, in my opinion, it exhibits a correct view of the expenditure and revenue of Canada for the year ended March 31, 1969. 


A. M. HENDERSON, 
Auditor General. 
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THE GOVERNMENT 


STATEMENT OF ASSETS AND 
(with comparative figures 


ASSETS 
Net increase 
or decrease (—) 
March 31,1969 March 31, 1968 during 1968-69 
1. Current assets— | 
(i) dae sChediie. A. Page as <cs,0's.cs >, nin ay scum siGnen be ahora emanates s $ 884,933,108 $ 1,260,654,098 $ -—375,720,990 
(bd) Securities held for the securities investment account at amortized 
“(1 SRR nN ile Sethe es Ea Mey Ph eRe ay Peay idleth li Say Ra RNR eres ad 44,426,808 44, 354, 537 layadd 
(c) Other current assets, schedule B, page 9................cceeeeees 52,013, 769 39,121,940 12,891,829 | 
981,873,685 1,344, 180,575 — 362,756,890 
2. Departmental working capital advances, schedule C, page 9.......... 188,871,332 186, 540, 216 2,331,116 
3. Cash in blocked currency, schedule D, page 11.............. cece cece 1,913,820 2,136, 260 — 222,440 ) 
i 
4. Advances to the exchange fund account—(value of investments } 
from advances on basis of official parity rates: March 31, 1969, . 
$2,897 282,289; March 31, 1968, $2,063,040,896)...............ee ees 2, 867, 000, 000 2,033, 312,000 833, 688, 000 
5. Investments in United States dollar securities issued by other than the 
Government of Canada—Columbia River Treaty................ 90,329,161 122,616, 661 —32, 287,500 
6. Canada pension plan investment fund, schedule E, page 11............ 2,022, 947,000 1, 280, 788, 000 742,159, 000 
7. Investments held for retirement of unmatured debt................-- 6,377,372 8, 140, 398 —1, 763,026 
8. Loans to, and investments in, Crown corporations, schedule F, page ll 8,514,829,613 7,718, 393, 554 796, 436, 059 | 
Recovery likely to require parliamentary appropriations......... 252, 965, 686 217, 207410 35, 748, 576 
8,767,795, 299 7, 935,610,664 832,184,635 
9. Loans to national governments, schedule G, page 13..............00+- 1, 269, 212, 533 1, 206, 083, 565 63, 128, 968 | 
10. Other loans and investments, schedule H, page 14— 
(a) Subscriptions to capital of, and working capital advances and loans 
LOsintermmakional organizations! .... (2 ionlss ssa coitaa aces ees 999, 123, 550 969, 646, 296 29,477,254 
(b) Loans ‘to PYOVINCIAl SOVERNINONES: 60s oes: oa siets coun as sgn oe ae 270, 328, 269 187, 748, 437 82,579,832 | 
(c) Municipal development and loan board advances (less reserve for | 
forgivenéss of indebtedness) .< 0.2. Sees tees he hee + oe eee eee teres 281, 312, 386 279,673,531 1,638, 855 
(d) Veterans land act fund (less reserve for conditional benefits)...... 421, 668, 258 382,949, 442 38,718,816 | 
(eC MiscellaneGus: 920.0. ts cre ye tata aa kara as as wees by ee Rene os 141,907,732 121, 269, 244 20, 638, 488 | 
Recovery likely to require parliamentary appropriations..... 3,869, 256 —3,869, 256 | 
2,114,3840,195 1,945, 156, 206 169,183,989 
11. Securities held in trust, schedule I, page 18...........c...eccccccsvce’ 111, 466, 005 59,535,445 51,930,560 
12. Deferred charges— 
(a) Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account............seseeeees ‘ 242,691, 200 187,617, 200 55,074, 000 
Public service superannuation account............ccececceeces 186, 486, 400 150, 319, 800 36, 166, 600 
Royal Canadian Mounted Police superannuation account..... 20,720,200 15,816, 000 4,904, 200 
(b) Unamortized loan flotation costs, appendix No. 7, Section 9, page 
| FC NRC ie Bee CR OL UR COELIAC fetter MMR th Beinn. 163, 458, 374 138, 201,555 25, 256,819 
618,856,174 491,954,656 121,401,619 
13. Caprtalteasetst i) 250s. CAO FO a oie can Ole atancirws eich 1 1 
14. Inactive loans and investments, schedule J, page 18...........0ceeee 94,824,381 94,824,381 
oP GtAIITECOTCOUARBOUS s J0la's 5 ooh dee eR eds Hee eek oaeainee 19, 129, 806, 958 16, 710, 828, 927 2,418, 978,031 
15. Less: reserve for losses on realization of assetS..........ccccecccccecee —546, 384, 065 — 546, 384, 065 
Net recorded Assets ss rie ae c..cd cess chee seca esomeumer eee 18, 583, 422,893 16, 164, 444, 862 2,418, 978,031 
16. Net debt, represented by excess of liabilities over net recorded assets, 
LC A LET LMM «ergy 674 Be Sareea rca: EMEC one MARE OER EA Re POR NDSR CREE LGD elit i a APO-9 A Sycer 17,335, 837,990 576,112,843 


16,759, 725, 147 


35,919, 260, 883 32,924,170, 009 2,995,090, 874 


The notes appearing on page 6 are an integral part of this Statement of Assets and Liabilities. 


R. B. BRYCE, H. R. BALLS, 
Deputy Minister of Finance. Deputy Receiver General for Canada, 


(This Statement and the schedules and pages referred to therein are to be found 
in the Public Accounts, Volume I, Section 7, except where otherwise indicated) 
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EXHIBIT 2 


OF CANADA 


LIABILITIES AS AT MARCH 31, 1969 
as at March 31, 1968) 
LIABILITIES 


Net increase 
or decrease (—) 
March 31,1969 March 31, 1968 during 1968-69 


17. Current and demand liabilities, schedule L, page 19— 


io) Cutetanding treastiry Cheques,.;. oo 050s i. deics ccs cebccecerecens $ 502,541,222 $ 427,400,653 $ 75, 140,569 
(b) Accounts payable (that portion paid in April of the next following 
Peal Seer) Wad sh A PERG 2 oh A TEE AND rm rev a ve 470,161,879 520,196, 369 —50, 034, 490 
(c) Non-interest-bearing notes payable to the international monetary 
fund and other international organizations...................0000- 601, 008, 062 816, 729,712 —215, 721,650 
MO, MeLUrECise DG GULSCONGANT he. deka ol atti i'd Ndelakechss «2 cits ooo 39,707,891 25, 969, 247 13,738, 644 
Re eerste en Cl Ol GS EATON S rags «cc she spench rena ware oleic nde ble 162,914,863 161, 569, 529 1, 345, 334 
Se doug OECD rar get 500 RAR te Aaa Sele aga ERD Dain ins te Bite RES Int Sete Gal aE 399, 433 , 074 315,282,741 84, 150, 333 
AIC Er UrTen Gea DiIIOS re Le dc Oe he ces Ales 24K s LAKERS. 43,320,591 43,479,142 —158,551 
2,219,087, 582 2,810,627, 393 —91,639, 811 
18. Deposit and trust accounts, schedule M, page 21..................0005 511,842,589 440,885,029 70,957,560 
19. Annuity, insurance and pension accounts, schedule N, page 25......... 10, 520, 062,593 9,052,968, 054 1, 467, 094, 539 
20. Undisbursed balances of appropriations to special accounts, schedule 
CACC LOU MR ees. ove MORTAR SE ate rie cate beta y) taal acm reach tubes be 235, 508, 025 124, 818, 768 110, 689, 257 
21. Refundable corporation tax............... je) Ha ROR PURE Af i, eae 140, 806, 087 235,268,700 —94, 462,613 
22. Provision for compound interest on Canada savings bonds, schedule P, 
DAs ie Ban, he REh Ne AN es ale Sadly Pes WM bse o thy Se Ws 12,421,176 26, 041, 259 —13, 620,083 
Bo, Welerred credits ecnedule Q), pace 26... 6. i dies Hateds sak beeherwreaos 174, 325, 834 149, 861, 259 24,464,575 
24. Suspense accounts, schedule R, page 27...........0caeeseccecceeescees 4,249,291 3, 824, 513 424,778 
25. Unmatured debt, schedule 8, page 28— 
em IDG MUOMe. SN. A. ct CURE CE HUN. sabe Mle Aah Ds sev da gaee eae eal 19, 260, 957, 706 18, 099,875, 034 1,161,082, 672 
Py ae RAUL MLS Aes 5) WOE di Bab kK sk VEG, anspte. MRR: 4,4 alo, 4 6 & eave a bo5. 8 2,840, 000, 000 2,480,000, 000 360, 000, 000 


22, 100,957,706 20,579,875, 084 1,521,082, 672 


Note: 

The indirect or contingent liabilities of the Government of Canada; 
consisting of railway securities guaranteed as to principal and interest 
$1,131,365 ,986; other guarantees of $8,933,941,974; together with certain 
indeterminate guarantees, are listed on page 91. 


ON LEA TINGION: corte cs crten ar et tone Rea eee taleee ee eae ogee 35,919, 260, 883 32,924,170, 009 2,995,090, 874 


Auditor General’s Certificate 


The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
obtained all the information and explanations I have required and, subject to the comments in my report to the House of Com- 
mons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance and that, in my 
opinion, it exhibits a correct view of the financial position of Canada as at March 31, 1969. 

A. M. HENDERSON, 


Auditor General. 
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EXHIBIT 3 


SUMMARY OF APPROPRIATIONS, EXPENDITURES AND UNEXPENDED BALANCES 
BY DEPARTMENTS FOR THE FISCAL YEAR ENDED MARCH 31, 1969 


Unexpended Balances 


Section 
re Department Appropriations | Expenditures Raet 
Lapsed forward 
$ $ $ $ 
1 A STICHIGATOUNL: CAG. sca se tay PE Aone he Pe Eee Gg 288, 708, 035 286,880,199 1,827,836 
be Com MA eatiOns esis aod Mie oh aan SO ee 360,673,001 354, 548,124 6,129,877 
3 Consumer and Corporate Affairs..............0200008 14,431,929 13, 752,965 678, 964 
4 Energy, Mines and Resources...........-2ceecesceeee 191,124,701 179,691, 650 11, 433,051 
5 Hixternal mn Wairsse.. si ess che eae odometer tae eee ee (2) 231,862,481 226,116, 193 3,351,991 2,394, 297 
6 PAVAWCG ack os 6 nis x aed AOR es BNE Theis oe bia sees (3)2,425,538,949 | 2,420,665, 337 4,873,612 
7 FP ISNETIOS ONG OLOSELY.. cE e chao Bae cls come nae ee 81, 647, 857 79,045, 963 2,601,894 
8 Governor General and Lieutenant-Governors......... 1, ties 1,039,210 72,020 
9 Indian Affairs and Northern Development........... (4) 268,562,366 266, 992,760 1,052,935 516, 671 
10 Industry and Trade and Commerce...............005 (5) 234,526,348 203, 888, 767 30, 637,581 
11 PURSE ECS sa boi atieed asa’ « woe oo ieee ase ew aca We ee 18293. 717 16,930,785 1,362, 932 
12 TA OOUSEN ce ht: yk ac RUN, Deane BC Con ae ae te 140,777,320 136,598,045 4,179,275 
13 TPIS ONTO Saas ox vals soe ae aes ake Ma ee ee ee 19, 536,079 18,586, 762 949,317 
14 Manpower and Lmmigration: 20.2 vist as Hes ouaan dee es (6) 424,464,044 416,115,015 8,348,595 434 
15 National Defence. 260s 5 vag dhs « lg os o bars eee 1, 763,939,716 | 1,760,795, 765 3,143,951 
16 National Health and Welfare.............5...020000 1,676, 791,283 | 1,668,740,046 8,051, 237 
17 National iReveniie, 27. «tee ead tts ss eae weaoine 124,518,529 119, 970, 863 4,547,666 
18 Privy Vou es eee ees coe ee ents 2 9,749, 864 9, 269, 630 480, 234 
19 Paviic WOrke. oc ern eee eee ee ses her ee Peres 299,217,591 284,771,301 14, 446, 290 
20 Regional Doevelopmentcs oo iecc bs ead cats see eer evees ™ 186,740,865 180, 789, 864 5,461, 396 489,605 
21 Pecretary Ol Otate.c es. acct atl ed aes ea dea seeets 529, 841,218 522,569,488 4,506,199 2,765,531 
22 MOHGCHOMCIGRGTUL.. tne cGs sGaa tate nt ta oe eee en 173,011,000 165,938,295 7,072,705 
23 CAEP LINC ON VAOOS.. Sata lts th hari. Siete ANE vee Shorey 70,900,850 65,701, 541 5,199,309 
24 PraneporeD Phas, ihe Fee Pea Sete Seek ot 540,761, 290 508 , 060, 407 32,700,883 
25 ETEASUrY BOATS Pree ee i ortela hoe Bane 432,874,990 432,215,004 659, 986 


26 VW @UGrabe ATOIrSc.. sce es's see hake cess sc eee oe 435, 742,193 427,579, 658 8,162,535 


(8)10,945,347,949 | 10,767,248,637 | 171,932,774 6,166,538 


Available for expenditure in subsequent fiscal years: Department of External Affairs vote 35, $2,394,297, Department of 
Indian Affairs and Northern Development vote 30b, $516,671, Department of Manpower and Immigration vote 6b, $434, Depart- 
ment of Transport vote 100a (1967-68) with Department of Regional Development vote 100a (1968-69), $489,605, Department of 
the Secretary of State vote 1b, $153,889 and vote 2b $2,611,642. 

(2) Includes $2,398,789 carried forward from vote 35, Department of External Affairs 1967-68 estimates. 

(3) Includes $3,919,419 carried forward from vote 46c and $1,073,095 from vote 50, Department of Finance 1967-68 estimates. 


() Includes $3,707,058 carried forward from vote 30, Department of Indian Affairs and Northern Development 1967-68 
estimates. 


) Includes $12,350,764 carried forward from vote 35c, Department of Industry and Trade and Commerce 1967-68 
estimates. 


(6) Includes $21,013,536 carried forward from vote 6b and $3,000,000 from vote 10c, Department of Manpower and Immigration 
1967-68 estimates. 


Includes $23,137 carried forward from vote 95a and $704,996 from vote 100a, formerly listed under Department of Transport 
1967-68 estimates. 


8) In addition, parts of appropriations in the amount of $433,737 in respect to the Department of Regional Development and 
expenditures in a similar amount were transferred to ‘‘other loans and investments’’. 


R. B. BRYCE, H. R. BALLS, 
Deputy Minister of Finance. Deputy Receiver General for Canada. 
Auditor General’s Certificate 


The accounts relating to the expenditures as set forth in the above Statement have been examined under my direction and 
subject to the comments in my report to the House of Commons, I certify that, in my opinion, the Statement gives a correct 
summary for the year ended March 31, 1969. 


A. M. HENDERSON, 


Auditor General. 


(This Summary is to be found on page 8.2 of the Public Accounts, Volume I, and the 
sections referred to therein are those in the Public Accounts, Volume II) 
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HE functions and responsibilities of the Auditor General of Canada are outlined 
in Part VII of the Financial Administration Act, R.S., c.116. 


2. Subsection (2) of section 70 of the Act states that the Report of the Auditor 
General shall be laid before the House of Commons by the Minister of Finance on or 
before December 31 or, if Parliament is then not in session, within 15 days after the com- 
mencement of the next ensuing session. 


I have been unable to complete my Report on the results of my examinations 
for the year ended March 31, 1970 within this timetable due to the circumstances 
outlined in paragraph 8, Scope of Audit, and paragraph 11, Office of the Auditor 
General. 


3. In accordance with the requirement of subsection (1) of section 70 of the 
Act, I now report to the House of Commons on the results of my examinations of the 
expenditure and revenue transactions in the year ended March 31, 1970. This subsection 
reads: 


The Auditor General shall report annually to the House of Commons the results of his 
examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive any 
money belonging to Canada, 


(b) any public money was not duly accounted for and paid into the Consolidated 
Revenue Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


(d) an expenditure was not authorized or was not properly vouched or certified, 


(e) there has been a deficiency or loss through the fraud, default or mistake of any person, 
or 


(f) a special warrant authorized the payment of any money, 


and to any other case that the Auditor General considers should be brought to the notice of 
the House of Commons. 


4. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1970 and the Statement of Assets and Liabilities as at that date, prepared by the Receiver 
General for inclusion in the Public Accounts, have been examined and certified by me as 
required by section 69 of the Financial Administration Act, subject to my comments in 
this Report. Copies of these financial statements are appended as Exhibits 1 and 2. The 
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Summary of Appropriations, Expenditures and Unexpended Balances by Departments 
and the Summary of Revenue by Main Classifications and Departments, both as included 
in the 1970 Public Accounts, have also been examined and certified and copies are ap- 
pended as Exhibits 3 and 4. 


Standing Committee on Public Accounts 


5. The Public Accounts Committee was unable to consider my 1968 Report 
before the House terminated the First Session of the Twenty-Eighth Parliament on 
October 22, 1969 with the exception of paragraph 148—Concessions made to motor 
vehicle manufacturers—which was the subject of meetings on June 10, 12 and 17, 
1969. The Committee has not yet made any report to the House on its examination 
of this subject. 

The Committee resumed its examination of my 1968 Report during the Second 


Session which commenced on October 23, 1969. Its organization meeting was held on 
December 18, 1969 and during that Session it presented the following reports to the 


House: 
First Report February 12, 1970 
Second Report March 4, 1970 
Third Report May 138, 1970 
Fourth Report June 11, 1970 
Fifth Report June 26, 1970 


During May and June 1970 the Committee held 15 meetings to consider the proposed 
Auditor General of Canada Act which had been drafted at the request of the Committee 
in 1966. This matter was the subject of its Fifth Report 1969-70. 


The Committee’s First Report 1970-71, presented to the House on November 26, 
1970, was its final report on its review of my 1968 Report, and on December 1, 1970 it 
commenced its examination of my 1969 Report and is continuing its meetings thereon 
at the present time. 


Recommendations and Observations by the Standing Committee on Public Accounts 
not yet implemented or dealt with 

6. My Report to the House last year included a listing of 37 recommendations and 
observations by the Public Accounts Committee which were awaiting implementation 
by the Executive or further consideration by the Committee. 


The Executive has implemented three of these recommendations: 


Fourth Report 1964-65 
The form and content of the Estimates 
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Sixth Report 1964-65 
Pension awards effective at an early age 


Highth Report 1964-65 
General election expenditure 


Seven additional recommendations which are capable of specific implementation but 
which have not yet been implemented have been made by the Committee (see Appendix 
1, items 35 to 41). 


The 41 recommendations and observations which have not been implemented or 
otherwise dealt with are listed in Appendix 1 to this Report. These recommendations had 
their origins as follows: 


Year Number 
1963 1 
1964-65 14 
1966-67 18 
1968-69 
1969-70 re 

41 


At the request of the Committee, the following categorization of these outstanding 
recommendations has been made as of the date of this Report: 


Category Item in Appendix 1 Number 
No action as yet » ig es’ Yah aL § Bees 0 a 
28, 32, 34, 35, 38, 39, 40, 41 15 
Conflicting recommendations since made by 
the Committee 4, 14, 16 3 
Executive has indicated disagreement with 
recommendation— 
By letter to the Chairman of the Committee 8, 11, 15, 18, 24, 26, 29, 30, 31 9 
In appearance before the Committee 22 1 
Progress being made 632%, L023; 27,36, 37 8 
Partially implemented 12, 13, 33 3 
Soon to be implemented 3, 25 Bs 
4] 


Two of the three unimplemented recommendations with respect to which there are 
now conflicting recommendations were first made to the House in 1964 and reiterated 
by the Committee to the House in 1966: (1) that the Auditor General have the right to 
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recruit the professional and senior staff he needs in the same independent manner as do 
other officers of Parliament, and (2) that it would be in the best interest of Parliament 
in its control of public funds were the Auditor General empowered to audit the accounts 
of all the Crown corporations, agencies and public instrumentalities owned or controlled 
by the Crown, wherever they may be, and to report thereon to the House. The third 
recommendation in this group—first made by the Committee to the House in 1966— 
was that the Financial Administration Act be amended to provide that the Auditor 
General shall out of the Consolidated Revenue Fund be paid a salary not less than 
the highest amount being paid to a senior deputy minister in the public service of 
Canada. 


The conflicting recommendations appear in the Committee’s Fifth Report 1969-70 
where, in enumerating recommendations which should be considered when drafting a 
new Auditor General of Canada Act, the Committee stated: 

1. That the staff of the Auditor General’s Office remain under the Public Service Act with 

the Instrument of Delegation of Authority. 

2. That there be no change in respect to the auditing of Crown corporations. 


3. That the Government give consideration to the opportunity of making the salary of the 
Auditor General commensurate with the salary of a Federal Court Judge. 


Speeding Up Production of the Public Accounts and the Report of the Auditor General 


7. In my Report to the House last year (paragraph 199) I suggested that consider- 
ation be given to ways and means of speeding up not only the production of the Report 
of the Auditor General but also the Public Accounts of Canada and the examination of 
both by the Public Accounts Committee. 


ih 

In my opinion, the interests of Parliament, the Government and the public would 
be better served if the various processes, commencing with the completion of the Public 
Accounts and the Report of the Auditor General, could be completed at an earlier date 
than has been the case in the past. If this could be achieved, I believe it would result 
in a better understanding of the Public Accounts and more meaningful consideration of 
the matters drawn to the attention of the House by the Auditor General. Parliamentary 
control of public expenditure would be enhanced if the Public Accounts Committee could 
deal with the Public Accounts and the Report of the Auditor General thereon before con- 
sideration had to be given to the Estimates for the next succeeding year. It would mean 
that those public servants whose administration must come under examination by the 
Committee could expect to be given an opportunity to present their views to the Com- 
mittee at a much earlier date than is the case at present. It could also mean that the 
Public Accounts Committee should be able to examine and deal with the Report of the 
Auditor General and report upon it to the House before the Auditor General produces 
the succeeding year’s Report. 


I would again express the hope that members of the House will subscribe to the im- 
portance of a study being made of these procedures and that the Public Accounts Com- 
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mittee might perhaps direct that they be examined by the appropriate departmental 
officials and by me to determine the practicability and possibility of action along 
these lines. 


Scope of Audit 


8. Examinations of the departmental accounts for the year ended March 31, 1970 
were made in conformity with section 67 of the Financial Administration Act which 
reads: 


The Auditor General shall examine in such manner as he may deem necessary the ac- 
counts relating to the Consolidated Revenue Fund and to public property and shall ascertain 
whether in his opinion 


(a) the accounts have been faithfully and properly kept, 


(b) all public money has been fully accounted for, and the rules and procedures applied 
are sufficient to secure an effective check on the assessment, collection and proper 
allocation of the revenue, 


(c) money has been expended for the purposes for which it was appropriated by Par- 
liament, and the expenditures have been made as authorized, and 


(d) essential records are maintained and the rules and procedures applied are sufficient 
to safeguard and control public property. 


The work of the Audit Office, covering both the audit for authority (legislative 
audit) and the financial audit, has continued along the usual lines during the past year. 
In accordance with generally accepted auditing standards, verification has been limited 
to such tests of the accounting records and other supporting evidence as were considered 
necessary in the circumstances. 


In reporting on the scope of the audit last year, I mentioned certain factors which 
must be taken into account by the Auditor General in determining the extent of his 
work. I also described some of the difficulties faced by the Office in increasing and broad- 
ening the scope of the audit which was necessary because of the growth and increasing 
complexity of government operations. These difficulties were discussed by the Public 
Accounts Committee at its meetings in May and June 1970 but no satisfactory ac- 
tion was recommended and the difficulties remain. Although the Treasury Board has pro- 
vided sufficient funds to employ the necessary staff with effect from April 1, 1971, the 
Office continues to be seriously handicapped by the action of the Treasury Board in main- 
taining its downgrading of all of the senior positions in the Office. Further particulars 
are given under “Office of the Auditor General” (paragraph 11). 


Meanwhile examinations during the past year covered all departments, Crown cor- 
porations and other agencies of the Government of Canada except those corporations 
and other instrumentalities whose accounts are subject to examination by other auditors. 
Members of the staff of the Audit Office were given full access to all vouchers, records 
and files of the various departments, Crown corporations and other agencies. In addition, 
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they were readily provided with all supplementary information and explanations re- 
quired. I should like to express my appreciation for the co-operation thus extended by 
departmental officers and by the administrative and accounting officers of Crown cor- 
porations and other agencies. 


International Work 


9. The Auditor General has served since 1956 as external auditor of the International 
Civil Aviation Organization, one of the specialized agencies of the United Nations, In 
this capacity he is a member of the United Nations Panel of External Auditors and has 
been its Chairman since October 1965. 


On November 16, 1967 the General Assembly of the United Nations appointed the 
Auditor General of Canada a member of the United Nations Board of Auditors for a 
three-year term beginning July 1, 1968. During 1970 the Auditor General served as 
Chairman of the Board and on November 16, 1970 the General Assembly of the United 
Nations reappointed him as a member of the Board for a second three-year term begin- 
ning July 1, 1971. 

On November 14, 1969 the Auditor General was invited to nominate a member of 
his staff to the Board of Auditors of the Organization for Economic Co-operation and 
Development. This assignment, which is being carried out by one of the Directors of the 
Office, is for a term of four years. 


All of these assignments, which are undertaken at the request of the Government, 
provide valuable experience for the staff of the Audit Office. In most cases travelling ex- 
penses, salary costs and overhead are recovered from the client organizations. 


International Organization of Supreme Audit Institutions 


10. Canada will be host to the VIIth Congress of the International Organiza- 
tion of Supreme Audit Institutions (INTOSAI) being held from September 7 to 16, 
1971. The headquarters for the Congress will be in the Queen Elizabeth Hotel in 
Montreal with the delegates visiting Ottawa and Quebec City during their stay in 
Canada. 


INTOSAT is an international organization of the Auditors General and their coun- 
terparts in countries which are members of the United Nations. They have gathered 
together triennially over the past eighteen years to exchange views on technical matters 
and improve their knowledge of modern auditing techniques. At the VIth Congress held 
in Tokyo in 1968, which was attended by representatives from 70 countries, the Auditor 
General of Canada on behalf of the Government of Canada extended an invitation to the 
members to hold the VIIth Congress in Canada. This was accepted and since that time 
the Office has been busily engaged in making preparations and arrangements for this 
Congress. It is expected that between 80 and 90 countries will be represented by their 
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Auditors General at this Congress, most of whom have already submitted papers on the 
four major topics to be discussed: 


I Audit staff personnel—its selection and training 


II Electronic data processing and other technological aids 


III Management or operational auditing—an extension of the scope of work of Supreme 
Audit Institutions 


IV Implementation of recommendations made by a Supreme Audit Institution. 


The members of the various delegations pay their own transportation to attend these 
Congresses, together with their living costs. The host country is, however, responsible 
for all of the direct costs of the Congress, including the cost of accommodation for meet- 
ings, translation and interpretation, hospitality, group travel within the country, ete. 
The cost of the VIIth Congress in Montreal has been estimated by the Audit Office at 
$208,000 of which $70,000 is for the estimated value of services being provided by other 
departments. The balance of $188,000 has been provided for in the Audit Office estimates 
to the extent of $25,000 by Finance Vote 15, 1970-71, and $113,000 by Finance Vote 20, 
1971-72. 


Office of the Auditor General 


11. The actual staff strength of the Office a year ago was 233 out of an establishment 
of 250 for which Parliament had approved funds on June 27, 1969. The staff strength 
at December 31, 1970 was 243. However, with effect from April 1, 1971, a staff of 294 
has been authorized by the Treasury Board. 


Brief mention was made last year of the Treasury Board downward classification of 
the senior staff positions in the Office which is seriously interfering with the efficient 
discharge of the professional work of the Office. This reclassification or downgrading 
involved the 28 senior positions in the Office, namely those of Director, Assistant Director 
and Regional Supervisor, each of which was downgraded in relation to similar positions 
in other government departments. At the request of the Committee, I outlined this situa- 
tion to the Public Accounts Committee on December 1, 1970 and asked the Committee 
to recommend that the Treasury Board establish a separate category which would ade- 
quately reflect the type of independent external auditing carried out by my officers. The 
Committee held meetings on December 3, 8, 10 and 15 to hear witnesses and discuss this 
matter, following which it reported to the House on December 18 as follows: 

We feel a permanent solution regarding the classification of the Auditor General’s staff 
may well be resolved in a new Auditor General’s Act or in the event that it is decided to 


remove the entire staff from the Public Service in recognition of the unique nature of the 
Auditor General’s vital role. 
Members of the Public Accounts Committee are deeply concerned over the serious 


problem felt by the Auditor General regarding the classification of 28 of his office staff. In 
order to deal with this urgent and complex problem, we recommend that a suitable bench 
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mark be established within the Auditor General’s Office to which his staff classifications can 
be related, and we urge that such a bench mark be established in consultation with the 
Auditor General prior to February 1, 1971. 


In the event that satisfaction is not achieved suitable to the Auditor General and his 
staff, it is reeommended that they then employ the approved grievance procedures available 
to them. : 


My officers are presently working with the Classification Division of the Treasury 
Board Secretariat in the development of the recommended bench mark. It is hoped this 
may result in the Treasury Board giving the recognition to my senior officers that is so 
long overdue. 


Summary of Expenditure and Revenue 


12. The Statement of Expenditure and Revenue for the fiscal year ended March 
31, 1970, prepared by the Receiver General for inclusion in the Public Accounts and 
certified by the Auditor General as required by section 64 of the Financial Administration 
Act, is reproduced as Exhibit 1 to this Report. The Statement shows revenue of $12,324 
million, expenditure of $11,931 million and a surplus of $393 million for the year. By 
comparison, there were deficits of $576 million in the preceding year and $795 million 
in 1967-68. 


Expenditure 


13. The Summary of Appropriations, Expenditures and Unexpended Balances by 
Departments for the fiscal year ended March 31, 1970, as published in the Public Ac- 
counts, is reproduced as Exhibit 3 to this Report and shows appropriations of $12,122 
million, expenditures of $11,931 million and unexpended balances totalling $191 million. 


14. Of the $12,122 million of appropriations available for expenditure in the year, 
$5,648 million was provided by statutory authorities and $6,468 million was granted by 
Appropriation Acts (Nos. 2, 3 and 4 of 1969 and No. 1 of 1970) while $6 million remained 
available from continuing 1968-69 appropriations. 


Of the $11,931 million of expenditures during the year, $5,648 million (47%) was 
incurred under statutory authorities, with $6,283 million (53%) being spent under the 
authority of appropriations granted for the year and continuing appropriations of pre- 
vious years. 


Of the $191 million of unexpended balances at the year-end, $156 million lapsed in 
compliance with section 35 of the Financial Administration Act and $35 million pertain- 
ing to the following departments and votes remained available for expenditure in 1970- 
71 because of the special wording of the appropriations: 


Department Vote Particulars Amount 
Beaemal Airatis (ese cit es oS SRS 35 International food aid program.......... $ 10,197,000 
Panance.’: (best Phu amin Sb MR ese 4 Contributions. to costs of 1969 floods in 
Manitoba and Saskatchewan.......... 300, 000 
Indian Affairs and Northern De- ; 
VeInpIIent ee to has. ik vieie. PVR 30 Northern mineral development assistance 
grantee smndd +. 5 sueewetad Cee 196, 000 
Industry, Trade and Commerce.... 36 Losses incurred on operations under the 
Canadian Wheat Board Act, R.S., ¢.44. 8,038,000 
Manpower and Immigration....... 10 Capital assistance in the provision of train- 
Pag Facies rrr tag oy ins 15,313,000 
Regional Economic Expansion (1967- 
i) Os Saige iat aie a tt re a aia 100 Housing and mobility assistance......... 215,000 
Secretary of State (1968-69)....... 2 Construction or acquisition of buildings, 
works, land and equipment—National 
Arts Centre wsH eid fee? tone). dd bv. 424 ,000 


$ 34,683,000 
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15. The lapsed balances of $156 million represented 2.4% of the $6,474 million pro- 
vided under Appropriation Acts. This was after transferring a total of $35 million be- 
tween votes with parliamentary authority, thus reducing by $85 million the amount 
which would otherwise have lapsed at the year-end and as a consequence the Supply that 
Parliament would otherwise have been asked to provide. An additional $58 million, the 
balance remaining at the year-end in Treasury Board Vote 5, Contingencies, was trans- 
ferred from the Vote with parliamentary approval to a reserve for the payment of salary 
increases with respect to the 1969-70 and previous fiscal years. In the preceding year 
lapsed balances totalled $172 million (2.9%). 


16. The following summary compares expenditure for the fiscal year 1969-70 with 
that of the previous year: 


Increase 
(Decrease) 
1969-70 1968-69 Amount % 
A GTICUIONPR Ye sa south ae els $ 383 , 834, 000 $ 286 , 881, 000 $ 96,953,000 33.8 
Communications . wse.un. ness 353 , 944 , 000 332,359, 000 21,585,000 6.5 
Consumer and Corporate 

Aan Set Se 16,697 ,000 13,753,000 2,944,000 21.4 
Energy, Mines and Resources. 195,739,000 179,692,000 16,047,000 8.9 
External Affairs... 2.54 sala 242 , 226,000 226 , 166,000 16,060,000 ted 
PERERE Say Wait ced ware ela no} 2,846,144, 000 2,420,552, 000 425,592,000 17.6 
Fisheries and Forestry....... 76,867, 000 79,046, 000 (2,179,000) (2.8) 
Governor General and Lieu- 

tenant-Governors......... 1,124,000 1,039 , 000 85 , 000 8.2 
Indian Affairs and Northern 

Development............. 311,434,000 266 , 993 , 000 44,441,000 16.6 
Industry, Trade and Com- 

DIOT0G ys Eb nig she Sew Be eu ¢ 296 , 130,000 203 , 221,000 92,909,000 45.7 
Fae a ag aaa ea es 19,662,000 16,931,000 2,408,000 16.4 
POOte PD OST A eS ee 155,519,000 136,548,000 18,971,000 13.9 
Manpower and Immigration. . 439,511,000 416,115,000 23,396, 000 5.6 
Wational Defence. ......<+.. 1,789,508, 000 1,760,796, 000 28,712,000 1.6 
National Health and Welfare. 1,957,028, 000 1,662, 632,000 294,396,000 17.7 
National Revenue........... 144,583,000 119,971,000 24,612,000 20.5 
Parliaments <4 «is cick bans eee ee 22,989, 000 18,587 , 000 4,402,000 23.7 
Prive Counell « acai on o AOR 11,256,000 9,270,000 1,986,000 21.4 
Public Workse) .alswt. OO. J 288 , 244 , 000 284 ,771,000 3,473,000 1.2 
Regional Economic Expansion 236 , 061 , 000 180,789,000 55,272,000 30.6 
Secretary of State........... 553 , 497 , 000 522 , 569, 000 30,928,000 5.9 
Solicitor General. ........... 184, 084, 000 165, 938 , 000 18,146,000 10.9 
Supply and Services......... 80,821,000 66 , 375,000 14,446,000 21.8 
Transport... 2d) ssehew- ams 510,933,000 508, 060, 000 2,873,000 6 
Vrensary oars. . 29 dak: 391,095,000 432,328,000 (41,233,000) (9.5) 
Veterans Affairg ics ta Adie ver: 422,359, 000 427 ,574, 000 (5,215,000)... 1.2) 


-$ 11,931,289, 000 $ 10,738, 956,000 $ 1,192,333,000 11.1 


Note: Appropriation Act No. 3, 1969, 1968-69, c.36, authorized the Department of Communications 
to credit postal revenue received for financial and miscellaneous services to its postal services 
vote and the Department of National Health and Welfare to credit revenue to its administration, 
operation and maintenance vote for Medical Services, instead of recording it as non-tax 
revenue. For purposes of comparison, the expenditure figures for the previous year have been 
adjusted. 
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In the following paragraphs attention is drawn to significant increases or decreases 
in expenditure charged to individual appropriations or groups of appropriations. 


17. Agriculture. The major increase in expenditure was for a new program to reduce 
the wheat surplus. A reserve was established in the amount of $100 million for wheat 
acreage reduction payments of $6 per acre payable in 1970-71 by recording the amount 
as an expenditure of the 1969-70 fiscal year and crediting the open account, ‘“Undisbursed 
balances of appropriations to special accounts’. Other increases were $3.9 million (21%) 
in freight assistance payments on feed grains and $2.7 million (45%) in the amount paid 
to the Farm Credit Corporation to meet its 1969-70 operating loss and the portion of its 
1968-69 loss not provided for in the vote for that year. Decreases included $9.1 million 
(6.2%) in the operating loss of the Agricultural Stabilization Board and $4 million 
(61%) in payments of quality premiums on high grade hog and lamb carcasses. 


The Department’s expenditure for 1969-70 does not include retroactive salary 
adjustments of $7.5 million paid during the year and charged to the reserve for salary 
revisions. 


18. Communications. A net increase of $600,000 (4.5%) in departmental expendi- 
ture, exclusive of the Post Office, was largely due to an increase of $3.2 million (28%) 
in administration, operation and maintenance offset by an increase of $2.1 million (45%) 
Im revenue credited to that vote. 


Vote 15, Appropriation Act No. 3, 1969, 1968-69, c. 36, authorized the Post Office to 
spend $23 million out of postal revenue in 1969-70 thus reducing expenditure from ap- 
propriations to $340 million. The comparable expenditure for 1968-69 was $319 million. 
The increase of $21 million (6.5%) was due primarily to an increase of $11 million in 
salaries and allowances and $9 million in mail conveyance costs. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $3.9 million paid during the year and charged to the reserve for salary revisions. 


19. Consumer and Corporate Affairs. The increase in expenditure included $1.2 mil- 
lion (22%) in expenditure of the Corporate Affairs Division and $307,000 (26%) in 
Combines Investigation and Research expenditure. In addition the expenses of the Prices 
and Incomes Commission, established during the year, were $569,000. 


The Department’s expenditure for 1969-70 does not include retroactive salary ad- 
justments of $1.5 million paid during the year and charged to the reserve for salary 
revisions. 


20. Energy, Mines and Resources. Increases included $6.5 million (46%) in programs 
for research and investigation on inland water resources and $2.4 million (13%) in the 
program for marine surveys and research. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $5 million paid during the year and charged to the reserve for salary revisions. 
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21. External Affairs. The expenditure of the Canadian International Development 
Agency increased by $12 million (7.7%) due mainly to an increase of $10 million (6.6%) 
in economic, technical, educational and other assistance. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $1.7 million paid during the year and charged to the reserve for salary revisions. 


22. Finance. The increase in outstanding bonds and treasury bills, as well as the 
higher interest rates of the recent issues, largely accounted for the increase of $237 mil- 
lion (16%) in public debt charges. Subsidies and other payments to the provinces in- 
creased by $65 million (8%); grants to municipalities by $4 million (10%); and dis- 
bursements under the Canada Student Loans Act, 1964-65, c. 24, by $2 million (20%). 
In addition, $123 million, recorded as a loan to the Canadian Corporation for the 1967 
World Exhibition, was written off under authority of the Expo Winding-up Act, 1969-70, 
c. 1. There was no expenditure comparable to the 1968-69 expenditure of $4.4 million for 
the Royal Canadian Mint which was established as a Crown corporation effective April 
1, 1969. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $907,000 paid during the year and charged to the reserve for salary revisions. 


23. Fisheries and Forestry. There was a reduction of $5.4 million (83%) in the 
amount required to recoup the Fisheries Prices Support Account and an increase of $3.6 
million (17%) in the operation and maintenance costs of Fisheries Management and 
Development. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $5 million paid during the year and charged to the reserve for salary revisions. 


24. Indian Affairs and Northern Development. The Department’s administration 
expense increased by $1.7 million (81%) and the administration, operation and main- 
tenance of its Social Program by $28 million (23%) and its Development Program by 
$4 million (16%). Other increases included the construction and acquisition of buildings, 
works, land and equipment, $4.9 million (85%), and payments to the Governments of 
the Northwest Territories and the Yukon Territory, $5.2 million (44%). 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $4 million paid during the year and charged to the reserve for salary revisions. 


25. Industry, Trade and Commerce. Payments under the Prairie Grain Advance Pay- 
ments Act, 1957-58, c. 2, totalled $13 million and payments to the Canadian Wheat 
Board for losses incurred in the wheat, oats and barley pool accounts totalled $40 million 
compared with $2.6 million and $7 million in 1968-69. Other increases included: $17 
million (35%) in the carrying costs of temporary wheat reserves; $12 million (21%) in 
grants, primarily for the development of the technological capability of Canadian de- 
fence and manufacturing industries; $5.4 million (20%) for the administration and 
operation of the Trade and Industrial Development Program; and $1.7 million (72%) 
in the costs of Canada’s participation in world exhibitions. 
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The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $5 million paid during the year and charged to the reserve for salary revisions. 


26. Labour. Canada’s contribution to the Unemployment Insurance Fund is a fixed 
percentage of the total employee-employer contributions. The full year’s effect of an 
amendment (1967-68, c. 83) to the Unemployment Insurance Act, 1955, c. 50, which 
extended coverage to more employees and established higher contribution rates, was 
mainly responsible for an increase of $12 million (14%) in Canada’s contribution to the 
Fund. 


An increase of $6.1 million (16%) in salary costs of the Department and the Unem- 
ployment Insurance Commission largely accounted for the $7.5 million (16%) increase 
in administration costs. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $4.5 million paid during the year and charged to the reserve for salary revisions. 


27. Manpower and Immigration. Expansion of the training program under the Adult 
Occupational Training Act, 1966-67, c. 94, resulted in an increase of $33 million (39%) 
in the cost of training and $23 million (21%) in training allowances. Capital assistance 
for provision of training facilities decreased $18 million (17%) and the phase-out of the 
municipal winter works incentive program reduced this item of expenditure by $21 
million (98%). 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $6.9 million paid during the year and charged to the reserve for salary revisions. 


28. National Defence. A net increase of $34 million (2.3%) in expenditure for De- 
fence Services included an increase of $42 million (3.3%) in operation and maintenance 
and a decrease of $4.9 million (27%) in development. There was also an increase of $12 
million (12%) in the amortization of the deferred charges resulting from actuarial ad- 
justments in the Canadian Armed Forces Superannuation Account. 


The Department’s expenditure of $1,790 million does not include $10 million ex- 
pended from the Department’s Surplus Crown Assets Account established by Vote 48, 
Appropriation Act No. 2, 1966, 1966-67, c. 3, into which is paid revenue received from 
the sale of surplus buildings, works, land, material, supplies and equipment; or retroac- 
tive salary adjustments of $12.1 million paid during the year and charged to the reserve 
for salary revisions. 


29. National Health and Welfare. The increase in expenditure comprised $290 mil- 
lion (18%) in departmental expenditure, exclusive of expenditure by the Medical Re- 
search Council, and $4 million (15%) in the amounts expended by the Medical Research 
Council on scholarships and research grants. The major increases were in respect of con- 
tributions to the provinces as follows: $148 million pursuant to the Medical Care Act, 
1966-67, c. 64, expenditure in the year totalling $181 million compared with $33 million 
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in 1968-69; $74 million (13%) pursuant to the Hospital Insurance and Diagnostic Serv- 
ices Act, 1957, c. 28; $36 million (14%) pursuant to the Canada Assistance Plan, 1966- 


67, c. 48, and the Unemployment Assistance Act, 1956, c. 26; and $31 million in special | 


payments, which had no counterpart in 1968-69, to terminate the hospital construction 
erant program. There were decreases in contributions to the provinces under the follow- 
ing programs: $7 million (22%) in General Health Grants; $3 million (79%) pursuant 
to the Old Age Assistance Act, R.S., c. 199; and $2 million (31%) pursuant to the Dis- 
abled Persons Act, 1953-54, c. 56. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $4.4 million paid during the year and charged to the reserve for salary revisions. 


30. National Revenue. The increase in expenditure of $25 million (21%) was due 
to increases in salaries and allowances following the signing of collective bargaining 
agreements in 1969-70. Expenditure does not include retroactive salary adjustments of 
$15 million paid during the year and charged to the reserve for salary revisions. 


31. Public Works. General administration expense increased by $3.1 million (15%) 
and the cost of accommodation services by $18 million (11%). Expenditure on roads, 
bridges and other engineering services decreased by $14 million (26%), including a re- 
duction of $11 million (28%) in Trans-Canada Highway costs, while expenditure of the 
Canadian Government Exhibition Commission declined $3.3 million (69%). 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $3.9 million paid during the year and charged to the reserve for salary revisions. 


32. Regional Economic Expansion. Increases in expenditure included $40 million, 
pursuant to the Area Development Incentives Act, 1965, c. 12, payments in the year 
being $55 million compared with $15 million in 1968-69; $13 million under development 
agreements with the provinces, payments in the year being $22 million compared with 
$9 million in 1968-69; $4.8 million (28%) in payments to the Cape Breton Development 
Corporation; and $4 million relating to coal subventions pursuant to the Atlantic Prov- 
inces Power Development Act, 1957-58, c. 25, payments in the year being $6 million com- 
pared with $2 million in 1968-69. There were decreases of $8.8 million (52%) in Canada’s 
share of trunk highway costs and $1.7 million (17%) in construction or acquisition of 
buildings, works, land and equipment. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $1.1 million paid during the year and charged to the reserve for salary revisions. 


33. Secretary of State. Payments to the provinces for post-secondary education in- 
creased $25 million (9%); to the Canadian Broadcasting Corporation $18 million (12%); 
and to the Canada Council $3.1 million (15%). There was also an increase of $1.7 mil- 
lion (386%) in the expenditure of the Bureau for Translations and $1.7 million was spent 
on the Bicultural Development Program for which there was no counterpart in 1968-69. 
Offsetting these amounts were decreases of $13 million (97%) in the expenditure of the 
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Office of the Chief Electoral Officer, the last general election being in 1968, and $11 
million (84%) in construction and related costs of the National Arts Centre. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $3.5 million paid during the year and charged to the reserve for salary revisions. 


34. Supply and Services. The increase in the Supply component was due largely to 
the reimbursement of losses amounting to $5.7 million in the Defence Production Revolv- 
ing Fund resulting from the decline in value of stockpiled materials, and in the Services 
component the increase of $6 million was mainly in respect of salaries. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $6.3 million paid during the year and charged to the reserve for salary revisions. 


35. Transport. Increases in expenditure included $17 million (33%) in administra- 
tion, operation and maintenance of Marine Services; $14 million (46%) for reimburse- 
ment of Central Mortgage and Housing Corporation for expenditure on housing research, 
community planning and other projects; $2.1 million (165%) in subsidies paid to regional 
air carriers; $2 million (31%) in expenditure of the National Harbours Board, largely for 
construction by the Department of Public Works of retaining walls along the St. Charles 
River in the Province of Quebec; $1.7 million (40%) in the administration, operation 
and maintenance expenditure of the Canadian Transport Commission; and payments 
totalling $4.4 million, under the Atlantic Region Freight Assistance Act, 1968-69, c. 52, 
which had no counterpart in the previous year. There were decreases of: $14 million 
(15%) in payments to railway and transportation companies under the provisions of 
the National Transportation Act, 1966-67, c. 69; $12 million (30%) in Marine Services 
for construction or acquisition of buildings, works, land and equipment; and $4.5 million 
(16%) in the deficit arising from the operation of the national railway system. 


There was a recorded increase in Air Services net administration expenditure of $17 
million (19%) and a recorded decrease in capital expenditure of $22 million (37%). This 
variation in expenditure results from the new policy, effective April 1, 1969, under which 
the operations of the Montreal and Toronto International Airports are recorded in an 
Airports Revolving Fund which was authorized by Transport Vote L160. Net revenue 
earned at these Airports, which had been credited to the Administration Vote in the pre- 
vious year, amounted to $18 million and was credited to the Revolving Fund while 
capital expenditure, which had been charged to the Construction Vote in previous years, 
amounted to $23 million and was charged to the Revolving Fund. 


The Department’s expenditure for 1969-70 does not include retroactive salary adjust- 
ments of $13 million paid during the year and charged to the reserve for salary revisions. 


36. Treasury Board. There was a reduction of $62 million (52%) in the amount 
credited to the “Reserve for salary revisions” offset in part by increases of $15 million 
(9.6%) in contributions to the Public Service Superannuation Account and $1.3 million 
(24%) in the cost of administration due mainly to increased salary costs. 


The Treasury Board’s expenditure for 1969-70 does not include retroactive salary 
adjustments of $1.1 million paid during the year and charged to the reserve for salary 


; 
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37. Commissions under Part I of the Inquiries Act, R.S., c. 154. The expenditure of | 
these Commissions during 1969-70 and their cumulative expenditure from the respective | 
dates of establishment to March 31, 1970 were: | 


Number of 
employees at 
Date of March 31, Expenditure Cumulative 
establishment 1970 during year expenditure 
Royal Commission on: 
Pat Aie CU ut eu al Nov. 1, 1962 9 $ 187,000 $ 1,328,000 
Bilingualism and | 
Biculturalism......... July 19, 1963 37 869 , 000 8,729,000 
Farm Machinery........ May 26, 1966 18 335 , 000 1,388,000 
The Status of Women in 
Canada ic, Fhe i ikke Feb. 16, 1967 19 576,000 1,660,000 
Indian Claims Commission. Dec. 19, 1969 -- 13,000 13,000 
Commission of Inquiry into 
the Vehicular Delivery of 
Mail in Montreal....... March 17, 1970 _— 5,000 5,000 
&3 1,986 ,000 13,123 ,000 
The Commission of Inquiry 
into the Non-Medical Use | 
OUR IDES 8 sa BR sso May 29, 1969 13 461,000 461,000 | 
Prices and Incomes Commis- | 
PN Was lente (ec cae a June 19, 1969 62 569 , 000 569 , 000 


158 $ 3,015,000 $ 14,153,000 


The expenditure of six of these Commissions was charged to a Privy Council ap- 
propriation while the expenditure of the Commission of Inquiry into the Non-Medical 
Use of Drugs was charged to an appropriation of the Department of National Health 
and Welfare and that of the Prices and Incomes Commission was charged to an appro- 
priation of the Department of Consumer and Corporate Affairs. 


Revenue 


38. The Summary of Revenue by Main Classifications and Departments for the fiscal 
year ended March 31, 1970, prepared by the Receiver General for inclusion in the Public 
Accounts and certified by the Auditor General, is reproduced as Exhibit 4 to this Report. 
The Summary shows tax revenue accounting for $10,955 million of the total revenue of 
$12,324 million. 
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LW 


39. The following table summarizes the revenue, by principal sources, for the past 


three years: 


1969-70 
Tax revenue— 
Personalinoomettaxw.)) s0).). /xy . hes $ 4,085,121,000 
Corporation income tax............ 2,611,961 ,000 
Income tax on dividends, interest, 

Sth. fgoiny abroad. Q0G...8%. a0 248,511,000 
Social development tax............ 476,500,000 
eRe PT etek. tia: PeaNut OR eae 1,716,899, 000 
Excise taxes (other than sales tax)... 378, 424, 000 
Customs import duties............. 818, 283 , 000 
eee See a eRe eae so 518,844,000 
TUSUTVAIE Pc ce ee 100,631,000 
eer ae FOVANUG ve eos sv oso bac ass 251,000 


Non-tax revenue— 
Return on investments............ 
Net postal revenue................ 
Other non-tax revenue............. 


10,956 , 425 ,000 


860, 032,000 
354, 753,000 
153 ,635 , 000 
1,368 , 420 ,000 


$ 12,323,845, 000 


1968-69 


$ 3,356,431,000 
2,030, 040, 000 


205 , 566 , 000 
63,000, 000 


1,569, 841,000 


377 , 865, 000 
761,681,000 
509 , 288, 000 
112,377,000 

250,000 


8, 986 , 339 ,000 


695, 099, 000 
288, 441,000 
192,964,000 


1,176 ,504,000 


$ 10,162,843 ,000 


1967-68 


$ 2,849,574,000 


1,670,589, 000 


220, 472,000 
1,601, 093,000 
337, 048,000 
746, 437,000 
488 554,000 
102, 192,000 
303, 000 
8,016 , 262,000 


612,275,000 
260,177,000 
113,002,000 
985 , 454,000 


$ 9,001,716, 000 


Note: In 1968-69 and 1969-70 revenue from services provided by the Department of Communica- 
tions and by the Marine Services and Air Services of the Department of Transport was credited 
to the related appropriations under authority of Appropriation Act No. 4, 1968, 1968-69, c.11, 
and Appropriation Act No. 3, 1969, 1968-69, c.36, instead of being recorded as non-tax revenue. 
In 1969-70 revenue from medical services provided by the Department of National Health and 
Welfare and postal revenue received for financial and miscellaneous services provided by the 
Post Office have been credited to the related appropriations, under the authority of Appropria- 
tion Act No. 3, 1969, instead of being recorded as non-tax revenue. For purposes of comparison, 
the revenue figures for the previous years have been adjusted. 


40. The amounts shown for income taxes and sales tax do not include collections of 
taxes levied under the Old Age Security Act, R.S., c. 200. These taxes, which amounted 
to $1,831 million ($1,027 million on personal income, $227 million on corporation income, 
and $577 million on sales), were credited to the Old Age Security Fund. 


41. Excise taxes (other than sales tax). The following is a summary of collections 
during the year ended March 31, 1970, with comparable amounts for the two previous 


years: 


PIPETOUES 66 os see eee iS os RT a 
Television sets and tubes.................-.--. 
Toilet articles and preparations............... 
Mianvwrnetared tODSECO Sy. cis tick caa ee hehe eee 
Phonographs, radios and tubes................ 
Jewellery, clocks, watches, chinaware, etc....... 


PObANOH. MIeeIESy. BH0H8. 7. 10. Soc. 


1969-70 


$ 272,949,000 
25,137,000 
19,755,000 
18,110,000 
15,627, 000 
10,394,000 

6,991, 000 
4,786,000 
5,830, 000 
—1,155,000 


$ 378,424,000 


1968-69 


$ 281,906,000 
19,976, 000 
18,552,000 
17,560,000 
15,370,000 

9,462,000 
5,860,000 
4,711,000 
5,201, 000 
— 733 ,000 


$ 377,865,000 


1967-68 


$ 241,441,000 
15,266, 000 
17,934, 000 
21,169,000 
17,315,000 
10,155,000 

5,327,000 
4,076,000 
4,927,000 
—562, 000 


$ 337,048,000 
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42. Excise duties. A listing of excise duties collected during the year ended March 
31, 1970, in comparison with corresponding amounts for the two previous years, is given 
in the following table: 


1969-70 1968-69 1967-68 

Sty Gee Pe Rt REPT TEU Nie prt Le ieee s WO we $ 194,733,000  $ 185,368,000  $ 180,401,000 
Cimnrcbtedl ais tiuratae. drs Toe amots Meas LH: 185, 966 , 000 188,702, 000 187,242,000 
Bont ee so... BOO DAE oo ces OOS 139, 353,000 134,970,000 120, 239, 000 
Other. or isis tS 7,906,000 7,977,000 7,370,000 
Refunds and drawbacks............esseeeeees —~9,114,000 —7,729 , 000 —6, 698, 000 


$ 518,844,000 $ 509,288,000 $ 488,554,000 


43. Return on investments. The following is a listing of the revenue from loans and 
investments in 1969-70, along with the comparable figures for the two previous years: 


1969-70 1968-69 1967-68 ) 
PANS OF GNSS . 5 «ce veccns, Ae ean See $ 228,735,000 $ 186,155,000. $ 177,024,000 : 
Central Mortgage and Housing Corporation.... 228,660,000 199,070,000 163 , 328, 000 
Exehange Futid Aceon.) fou. 8 oP ee hs 105,073,000 84,510,000 55,189,000 
Farm Credit Corporations\....ni/. YP. OVI NG AR 59, 988 , 000 50,530,000 34,611,000 
Deposits with chartered banks................ 51,016,000 20,084,000 23,351,000 
Canadian National Railways................. 50, 706, 000 35,851,000 22,478,000 
Loans to national governments............... 24,742,000 6,356, 000 25 , 097 , 000 
Veterans’ Land Act loans) 76.40. Ws. nt 18,959,000 16,071,000 12,989 ,000 
Municipal Development and Loan Act......... 14,627,000 14,193,000 12,716,000 
The St. Lawrence Seaway Authority.......... 10,327,000 13,259, 000 10,849 , 000 
Northern Canada Power Commission.......... 7,306, 000 4,528,000 3,834,000 
Export Credits Insurance Corporation......... 6,402,000 11,311,000 9,473,000 
Polymer Corporation Limited................ 6,250, 000 3,150,000 2,600,000 
Canadian Broadcasting Corporation........... 6,068, 000 4,762,000 3, 760, 000 | 
National. Harbours, Board eel). SMe oss. ee Sh 4,624,000 2,146,000 1,410,000 ; 
Canadian Dairy Commission...............-. 4,223,000 2,197,000 913,000 : 
Special United States of America securities— 
Columbia River Treaty. 25908. Bl. 2h) 3,834,000 5,209 ,000 6,598,000 
National Capital Commission................. 3,449,000 3,831,000 3,793,000 
Province of Quebec—Quebec’s share re guarantee 
1967 World Exhibition loan................ 3,298 , 000 1,911,000 — 
Canadian Overseas Telecommunication Corpora- 
MOU righ Ko eel Oe. AE Bee ee 2,458,000 2,620,000 2,495 , 000 
Loans to geduairy ss «stnctees.> gus do.qo to Ene 1,689,000 1,204,000 987 ,000 
FORME LAGE ss ag. 5 x bleach 2a ta ae teele as 1,396,000 — — 
Atomic Energy of Canada Limited............ 1,306,000 844,000 655 , 000 
Canadian Government Supply Service......... 1,062,000 1,320,000 686 , 000 
Government of the Northwest Territories...... 1,020,000 729 , 000 480,000 
Other loans and investments................. 12,814,000 23 , 258 , 000 36,959 , 000 


$ 860,032,000 


$ 695,099,000 


$ 612,275,000 


The amount shown as revenue from the Bank of Canada represents the profit for 
1969 which was paid to the Receiver General as required by section 28 of the Bank of 
Canada Act, R.S., c. 18. 
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Revenue from Central Mortgage and Housing Corporation for 1969-70 comprised 
$218,930,000 ($190,586,000 in 1968-69) interest on advances under section 22 of the 
Central Mortgage and Housing Corporation Act, R.S., c. 46, and $9,730,000 ($8,484,000 
in 1968-69) profit for the year ended December 31, 1969 which was transferred to the 
Receiver General as required by section 30 of the Act. 


Revenue from the Exchange Fund Account comprised earnings of $104,237,000 on 
investments and net profit of $836,000 from trading operations in foreign exchange, gold 
and securities less the net loss from valuation adjustments on unmatched purchases or 
sales of foreign exchange, gold and securities, paid into the Consolidated Revenue Fund 
in accordance with the requirements of section 24 of the Currency, Mint and Exchange 
Fund Act, RS., c. 316. 


Interest is earned on amounts exceeding an aggregate of $100 million on deposit 
with chartered banks. The interest is calculated weekly on the lowest daily balance within 
the week at the weekly average accepted treasury bill tender rate for the three months 
treasury bills, less 10%. 


Revenue from loans to national governments included receipts from the United 
Kingdom of $3,462,000 ($2,707,000 in 1968-69) covering current interest on deferred 
principal and interest and $17,700,000 covering current interest on the unmatured por- 
tion of the loan. In 1968-69 interest amounting to $18,093,000 on the unmatured portion 
of the loan was deferred in accordance with the 1957 amendment (1957, c. 37) to The 
United Kingdom Financial Agreement Act, 1946, 1946, c. 12. 


Revenue from The St. Lawrence Seaway Authority comprised $9,422,000 received 
on account of deferred interest and $905,000 received on account of current interest. 


Revenue in 1969-70 from loans under section 214 of the Export Credits Insurance 
Act, R.S., c. 105, represents interest received on these loans in the six-month period 
ended September 30, 1969. As of October 1, 1969 these loans were assumed by the 
Export Development Corporation established by the Export Development Act, 1968-69, 
c. 89, as successor to the Export Credits Insurance Corporation. 


Revenue from Polymer Corporation Limited represents dividends received from the 
Corporation. 


Revenue from the Canadian Dairy Commission represents interest on loans made 
to the Commission by the Minister of Finance under the authority of section 16 of the 
Canadian Dairy Commission Act, 1966-67, c. 34. 


Revenue of $3,834,000 from special United States of America securities represents 
interest for the year ended November 1, 1969 at 44% on holdings of $90.3 million. 


The revenue of $3,298,000 from the Province of Quebec represents interest on notes 
received by Canada with respect to the Province’s share of the deficit of the Canadian 
Corporation for the 1967 World Exhibition. 


Revenue from loans to industry consists mainly of interest on loans to manufac- 
turers of automotive products in Canada affected by the Canada-United States Agree- 
ment on Automotive Products. 
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44. Net postal revenue. The following table shows the gross postal revenue, disburse- 
ments therefrom, and the resulting net postal revenue for the year ended March 31, 1970, 
with comparable figures for the two previous years: 


1969-70 1968-69 1967-68 
CarGee POS TOVONUG slit cad ead oaree $ 430,378,000 $ 363,339,000 $ 327,104,000 
Less: Revenue from financial and miscellaneous 
services credited to Communications Vote 
15—Postal Services as authorized by Ap- 
propriation Act No. 3, 1969, 1968-69, c.36. 23,393,000 22,184,000 21,469,000 
406 , 985 ,000 341,155,000 305 , 635 , 000 
Disbursements— 
Remuneration of postmasters and staffs at cer- 
tain classes of small post offices........... 46,340,000 47,168,000 39,484,000 
Other: (rt Ut . Labbe. od . Oe SRNR: SER. 5,892,000 5,546,000 5,974,000 
52,232,000 52,714,000 45 , 458 ,000 
Net postal revenues + 71s. Se eee oo wee $ 354,753,000 $ 288,441,000 $ 260,177,000 


Norte: In 1969-70 revenue of $23,393,000 from financial and miscellaneous services was credited to 
Communications Vote 15—Postal Services under the authority of Appropriation Act No. 3, 
1969, 1968-69, c.36. For purposes of comparison, the corresponding amounts are shown as 
deductions from gross postal revenue of the two previous years. 


The $67 million increase in gross postal revenue is attributable mainly to increased 
postal rates effective November 1, 1968 which were in effect throughout the full year 
1969-70. 


The amounts shown for “Other” disbursements comprise delivery charges on parcels 
mailed in Canada to foreign countries and transit charges on Canadian mail forwarded 
through foreign countries, compensation paid to messengers for special delivery of letters 
and parcels, losses by fire, theft, forgery, etc., and indemnities paid in respect of lost or 
damaged parcels and registered articles. 


45. Other non-tax revenue. An analysis of the amounts shown for “Other non-tax 
revenue” for the past three years follows: 


1969-70 1968-69 1967-68 
Services and service fees. ............eeeeeee: $ 21,940,000 $ 25,203,000 $ 26,260,000 
Proceeds from salee.¢.a: winnie’: ae 16,685,000 17,199,000 17,111,000 
Privileges, licences and permits............... 29 , 684, 000 32,648,000 21,848,000 
Refunds of previous years’ expenditure........ 29 , 727 ,000 23 ,665, 000 21,057,000 
Bilin ANG. COMSGG 6 oo a5 ies es oh os de se oe ae 19,940,000 74,764,000 10,672,000 
DOUG in ee ee) lc ane Ae 35,659 , 000 19,485,000 16,054,000 


$ 153,635,000 $ 192,964,000 $ 113,002,000 


Nore: In 1968-69 and 1969-70 revenue from services provided by the Department of Communica- 
tions and by the Marine Services and Air Services of the Department of Transport was credited 
to the related appropriations, under authority of Appropriation Act No. 4, 1968, 1968-69, c.11, 
and Appropriation Act No. 3, 1969, 1968-69, c.36, instead of being recorded as non-tax revenue. 
In 1969-70 revenue from medical services provided by the Department of National Health 
and Welfare was credited to the related appropriation, under authority of Appropriation Act 
No. 3, 1969, instead of being recorded as non-tax revenue. For purposes of comparison, the re- 
venue figures for the previous years have been adjusted. 
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The decrease of $54.8 million in bullion and coinage revenue was largely due to the 
substantial decrease in the quantity of nickel coin issued. In addition, operating costs 
of the Royal Canadian Mint, which were formerly charged to an appropriation of the 
Department of Finance and amounted to $4.4 million in 1968-69, were included in the 
cost of coin and bullion. 


Revenue classified as “(Refunds of previous years’ expenditure” and ‘‘Miscellaneous” 
includes $5,000,000 and $4,000,000 respectively, resulting from a decision during the year 
to increase the value of the investment in Panarctic Oils Ltd. from a nominal value of 
one dollar to the actual cost of $9,000,000 which had been charged to appropriations in 
prior years and in the current year. 
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Comments on Expenditure and Revenue Transactions 


46. Reference has already been made to the statutory responsibility of the Auditor 


General, under section 70 of the Financial Administration Act, to call attention to | 
specific classes of transactions observed during his examinations and to any other case | 


that he considers should be brought to the notice of the House of Commons. 


Pursuant to this direction, the following matters relating to the expenditure and | 
revenue transactions examined during the year are brought to the attention of the | 
House in this Report. Several matters of a similar nature relative to Crown corporations — 
are also included. A number involve non-productive payments, the details of which are | 
given at the request of the Public Accounts Committee. Some of these had their origin : 


in prior years although in most cases payments were made in 1969-70. 


47. Weakening of parliamentary control. In section 25 of the Financial Administra- 
tion Act Parliament has directed that: 


All estimates of expenditures submitted to Parliament shall be for the services coming © 


in course of payment during the fiscal year. 


In Canada, this wording first appeared in Chapter 7 of the Statutes of 1878, “An 
Act to provide for the Better Auditing of the Public Accounts”, the words “coming 
in course of payment” having been taken from the British Exchequer and Audit Act 
of 1866. In 1869 the Librarian of the Canadian Parliament, Alpheus Todd, LL.D., 


C.M.G., in his book on Parliamentary Government in England, described the history — 


of these words as follows: 


In 1857 the Committee on Public Moneys reported a recommendation, that ‘all unexpended 
balances should be surrendered, and grants unapplied, but required for the completion of 
the services to which they had been appropriated, should be revoted.’ The Committee on 
the Miscellaneous Estimates in 1860 made a similar recommendation; as also did the Com- 
mittee on Public Accounts, in 1861, in their fifth report. On June 24, 1861, the under-secre- 
tary to the treasury informed the House that the government were making arrangements 
to carry out these suggestions. The new system was partially introduced in the same year, 
but it was not universally adopted until the following session. On March 31, 1863, ‘for the 
first time in our financial history, all the services were required to surrender the balances 
standing to their credit’ into the Exchequer. The votes are now taken ‘for services coming 
in course of payment during the year,’ instead of, as heretofore, ‘for the services of the year.’ 
By this means, the highly objectionable system of allowing running balances to go from year 
to year has been stopped, and the control of Parliament over the public expenditure has 
been practically guaranteed. 


From this quotation it will be seen that one of the steps taken by Parliament in 
obtaining control over public expenditure was the elimination of “running balances” 
that were available from year to year. 


Included in the Estimates of 1969-70 are the following amounts which were not 
required during the year but which did not lapse at the year-end in compliance with 
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section 35 of the Financial Administration Act because of special wording of the several 
vote texts in the Appropriation Acts which received the approval of Parliament when 
the Appropriation Acts were passed: 


Agriculture Vote 17b 


Reserve for wheat inventory reduction payments................cccceecueceees $ 100,000,000 
Secretary of State Vote 30 

Crondiwma Drosdcasting Corporations.) cies SiN. ad. 0d. 11,993,000 
Transport Vote 80 

National Harbours Board—Special Account. ..........5..cceeesencscoccvecees 2,036, 000 
Treasury Board Vote 5a 

PseyO 108 ORIATY FOVis LUOUTTO s,s kb cad sob ale sis 6 ok sca digs vie Ook a meee oe 58 , 656 , 000 


$ 172,685,000 


All of these amounts were included as expenditure of the year under the several 
votes, although they were not expended but were retained to meet obligations coming 
in course of payment in future years. 


The amount of $11,993,000 shown for the Canadian Broadcasting Corporation is 
the portion of Secretary of State Vote 30 which was paid to the Corporation, although 
it was not required to meet the 1969-70 operating expenditures of the broadcasting 
service. In prior years such excess amounts in the appropriations lapsed. 


The amount of $2,036,000 shown for the National Harbours Board—Special Account 
is the unspent balance of $3,000,000 provided by Transport Vote 80 for the construction 
of retaining walls along the banks of the St. Charles River between the proposed dam 
at the mouth of the River and Scott Bridge at Quebec Harbour. The work is being 
carried out by the Department of Public Works and the only involvement of the National 
Harbours Board in the construction of these retaining walls appears to be the reimburse- 
ment, from the moneys provided to it from Transport Vote 80, of claims submitted by 
the Department of Public Works. The dam at the mouth of the St. Charles River has 
been under construction by the Department of Public Works since 1965-66 with expen- 
ditures totalling $2.1 million provided by annual appropriations for that Department. 


While the Canadian Broadcasting Corporation and the National Harbours Board 
are separate legal entities, they are nevertheless emanations of the Crown, and the 
holding of large sums at their disposal is a means of circumventing Parliament’s instruc- 
tion that all estimates that are submitted to it shall be for services coming in course of 
payment during the fiscal year. 


The reserves of $100,000,000 for wheat inventory reduction payments and 
$58,656,000 for salary revisions are held in special accounts in the Consolidated Revenue 
Fund, which are included under the caption “Undisbursed Balances of Appropriations 
to Special Accounts” on the year-end Statement of Assets and Liabilities of the Gov- 
ernment of Canada. 


Another amount included in the Estimates of the year and in the recorded expen- 
diture of the year although it was not paid out during the year is the $4,360,000 by 
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which transfers from appropriations to the National Capital Fund exceeded the net 
expenditure from the Fund during the year. These transfers are made in accordance 
with the provisions of the National Capital Act, 1958, c.87. At March 31, 1970 the 
National Capital Fund amounted to $13,528,000. 


Had these amounts not been included in the 1969-70 Appropriation Acts and then 
recorded as expenditure of the year, the surplus for the year would have been greater 
by $177,045,000 or 47%. 


At March 31, 1970 funds available without further reference to Parliament to 
meet expenditures coming in course of payment subsequent to that date, which would 
normally be paid from current parliamentary appropriations, included: 


Reserve for wheat inventory reduction payments. ............. 00. c cece cece eens $ 100,000,000 
Intemational Assistance ACCOURL. <6 cen oss eis cciaie abe tapi nines « Oulian am oteen a Eee 84, 942,000 
TEESE VG, LOL COLGLY. TEVIGNUDS, oon x yor vac oislh eee SME TET OS DROIT ele Ott Lette AGE ee eames 64, 332, 000 
National. Capital Mand! girs soe Foe as oi. 3 eres ont Un. Serene 13,528,000 , 
Canadian Broadcasting: Corporations.dme J. 224. 447: ote TE EL Te ee 11,993,000 
Department of National Defence 

DUrTie CrOW ASSCtS ACCOUME d). x<4 cst uis ta ae’ niaaee aekaeeky o/ccmas fe $ 10,769,000 

Replacement of materiel account.................0ccecececeees 681,000 

11,450,000 

CADACIAN LpAIy COMIN teSIO. 28s x sean ass dearth Vee Re ae be a aes ac an a 7,534,000 
National Harbours Board—Special Account. . . 0... 2... << s+ suns rene one ese cees 2, 036 , 000 
KATIE HDIAL OL CML CUGY AOL. UNG ca... cas sie ee unas Lace Med atin acd a hs Sunesrice combat 848 , 000 


$ 296,663, 000 


One of the most important controls exercised by Parliament over public expenditure 
is its requirement that all estimates of expenditure submitted to it shall be for the 
services coming in course of payment during the fiscal year. This control is seriously 
weakened when funds are credited to special accounts to be available for spending in 
future years. 


48. Contingencies Vote. In previous Reports (paragraph 47 in 1969) we have 
referred to the annual Contingencies Vote provided to the Treasury Board to supple- 
ment other votes for paylist and other requirements and to provide for miscellaneous 
minor and unforeseen expenses. Authority is also provided to re-use any sums allotted 
from this Vote for non-paylist requirements and repaid from other appropriations. By 
having such a vote available, the Treasury Board Secretariat is able to instruct 
departments to provide in their estimates only for known requirements and not to 
include any cushion against unexpected obligations. 


Under normal conditions the amount required for this purpose is not large, but in 
the past six years the annual provision has been substantial due mainly to the large- 
scale salary increases throughout the government service. The following summary 
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shows the annual provision, the extent to which it has been used for transfers to other 
votes that were not recovered from supplementary appropriations, and the unused 
balance at the year-end: 


Unused balance 


Transferred to other votes 
Transferred to 


Provided Paylists Miscellaneous Lapsed reserve account 
1964-65......... $ 46,000,000 $ 35,603,000 $ 2,198,000 $ 8,199,000 $ 
1065-06. Meee. 71,000,000 64, 865 , 000 1,796,000 4,339,000 
1966-67......... 110,000, 000 106, 227, 000 572,000 3,201,000 
LOG Teh. waists 45 , 000, 000 22, 830,000 11,000, 000 11,170,000 
| 10) < 0)! 175,000,000 54, 463 , 000 8,000 120,529, 000 
| (et e'e I arta 100, 000, 000 40,746, 000 598, 000 58 , 656 , 000 


Miscellaneous transfers in 1969-70 amounted to $23,923,000 of which all but $598,000 
was recovered from supplementary appropriations which included the items for which 
the original transfers were requested. 


: Members of the Public Accounts Committee have expressed concern that large 

sums are placed in the hands of the Executive for the supplementing of appropria- 
tions of the various departments. In its Thirteenth Report 1966-67 the Committee 
stated that additional amounts required by each department should be made the subject 
of a supplementary estimate prepared by the department concerned for submission 
to Parliament for its consideration and appropriation in the usual manner. (See Appen- 
dix 1, item 33.) 


Not only has the practice which has concerned the Public Accounts Committee 
been continued, but the purposes of the Contingencies Vote were extended in 1968-69 
and again in 1969-70 to establish a reserve from the unused balance of the appropriation, 
from which payments may be made in respect of salary increases relating to previous 
years for persons employed in the public service. In 1968-69, $120,529,000 had been 
charged to expenditure and credited to the reserve. In the current year, $114,853,000 
in retroactive salary increases was paid out of the reserve leaving a balance of $5,676,000. 
At the year-end this reserve was further increased by charging expenditure with 
$58,656,000—the amount still available in the Contingencies Vote—bringing the total 
amount available in the next fiscal year to $64,332,000. 


Reference is made in paragraph 120 of this Report to an irregular payment made 
from the Contingencies Vote. 


49. Revised vote pattern. The vote pattern used in the 1969-70 Estimates was first 
introduced in the 1964-65 Estimates following a recommendation of the Public Accounts 
Committee in its Third Report 1963. Variations from the vote pattern recommended 
by the Committee which have been commented on in previous Reports were continued 
in 1969-70. 


In its First Report 1968-69, presented to the House on January 29, 1969, the Public 
Accounts Committee recommended certain criteria to be used in determining the votes 
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required under a proposed revised form of Estimates which was to be introduced in 
1970-71. (See paragraph 46 of our 1969 Report.) The Committee directed the Auditor 
General to note the manner in which the criteria had been applied and to advise the 
House thereon in his next Report. 


The 1970-71 Estimates, tabled in the House on February 11, 1970, present the 
proposed expenditures of the Government by programs, and activities within each 
program, for the fiscal year. For each program the related votes are summarized to 
provide the total net cash requirements for the program. This is followed by a summary 
of the program by activities, showing the estimated cost and man-year requirements 
for each activity. Also shown is the revenue to be generated by the program, the portion 
of that revenue which may be expended on the program, and the value of services 
provided without charge by other government departments. 


This new approach has resulted in a more informative presentation of the Estimates 
but there has been a reduction of 88 in the number of vote items, from 298 in 1969-70 
to 210 in 1970-71. Generally speaking, the vote pattern follows that which was discussed 
with the Public Accounts Committee late in 1968 and the criteria recommended by 
the Committee. 


We will not be in a position to comment on these Estimates in detail until the 
audit for the year 1970-71 is complete. However, matters which have already come to 
our attention include the following: 


1. In the appropriations which provide authority to spend revenue the estimate of the 
revenue still appears only in the Estimates details rather than in the Appropriation 
Act. Thus, no recognition has been given to the view expressed in each of our Reports 
since 1966 (paragraph 49 in 1969) that to ensure parliamentary control over expenditure, 
where authority is provided for the spending of revenue, three figures—estimated gross 
expenditure, estimated revenue and net amount appropriated—should appear in the 
appropriation itself and the amount of revenue used to supplement the net amount 
appropriated should be limited to the estimated revenue shown in the appropriation. 
(See also paragraph 50 of this Report.) 


2. Parliamentary control has been further weakened by showing the amount of some 
votes as a net amount after deducting, in the ‘“‘Program by Activities’, an amount 
representing the anticipated recovery of expenditure from the vote which was not 
provided for in the vote. For example, the 1970-71 Vote 1 of the Department of Trans- 
port provides a net amount for Administration after deducting from the estimated 
expenditures an amount of $200,000. There is no explanation of this $200,000 item and 
nowhere in the Estimates can Members of the House find the information that the 
Department of Transport expects to receive $200,000 from other government agencies 
such as the Canadian Transport Commission in payment of computer services provided 
to those agencies. It has long been accepted that expenditure falling within the ambit 
of a vote, but not provided for in the vote, which is later recovered may be credited 
to the vote. There must, however, be no supplementation of the vote and therefore 
such credits should be restricted to recoveries of only clearly identifiable expenditures. 
This is not the case in the example referred to and in our opinion such recoveries of 
costs should be regarded as revenue and credited to the vote only with the appropriate 
authority and with the amount controlled as is suggested in (1). 
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3. In paragraph 63 of our 1969 Report we expressed the view that words which represent 
an amendment to legislation should be included in the text of the vote which appears 
in the Appropriation Act rather than in the text of a “sub-vote’’ which appears only 
in the Details of Services of the Estimates. This questionable practice was continued 
in the 1970-71 Estimates in Indian Affairs and Northern Development Vote 35 which, 
in our opinion, should have included the words which have been italicized in the fol- 
lowing “‘sub-vote’’ text: 

Northern Mineral Development Assistance Grants—To increase by $2,500,000 the amount authorized 


to be expended for the purposes of Indian Affairs and Northern Development Vote 30c, Appropriation 
Act No. 1, 1968, additional amount required. 


Even this wording is deficient in that it does not reveal the total authorized, which is 
$14,600,000, nor does it refer to Vote 7a, Appropriation Act No. 9, 1966, 1966-67, c.86, 
| which provided the initial authority. 


4. The criteria reeommended by the Committee included: 
Each department, agency or legal entity shall require one or more votes as the case may be. 


| In all cases where agencies or Crown corporations are incurring a deficit or related deficits which 
must be covered by an appropriation, these will be the subject of a separate vote. 


Grants, Contributions and Subsidies being of a special nature, therefore requiring a different type 

of consideration, will be the subject of a separate vote when the total within a departmental program 

exceeds $5 million. 
In several instances these criteria were not followed in the 1970-71 Estimates. For 
example, there is no separate vote for the Agricultural Stabilization Board and an 
amount of $119,000,000 to cover the Board’s anticipated net operating loss was included 
in Agriculture Vote 15—Grants and Contributions, the full amount of the Vote being 
$132,726,000. Similarly, there is no separate vote for grants and contributions of the 
Department of Indian Affairs and Northern Development amounting to $44,727,000 
which have been provided for in that Department’s Vote 5, which provides a total of 
$165,515,000 for operating expenditures of the Department’s Indian and Eskimo Affairs 
Program. This latter deviation from the recommended criteria is explained in para- 
graph 24 on page X of the Foreword to the 1970-71 Estimates as follows: 


The payments made for general assistance to Indians and Eskimos under the Indian and 
Eskimo Affairs Program of the Department of Indian Affairs and Northern Development are 
grants which, since they exceed $5 million in total, would ordinarily be included in a separate grants 
and contributions vote. An exception is made in this case and the grants and contributions under 
this program are carried in a vote which includes operating and capital expenditures so as to allow 
the Department flexibility to provide the required assistance in the most effective manner through- 
out the year, whether through welfare payments or through measures normally funded in operating 
and capital expenditure votes. Similarly, the operating expenditures vote in the Northern Develop- 
ment Program includes provision for more than $5 million in grants and contributions for the 
purpose of providing greater flexibility. 


50. Supplementing parliamentary appropriations. In previous Reports (paragraph 
49 in 1969) we have drawn attention to the weakening of parliamentary control over 
expenditure when appropriations containing provisions for the spending of revenue 
received during the year may be supplemented in the event that the revenue received 
is in excess of the revenue estimated. We cited examples of appropriations which had 
been supplemented in this manner. We also referred to three appropriations in 1968-69 
which were not supplemented only because the vote texts stipulated that the commit- 
ments were not to exceed a stated amount, which was the gross estimated expenditure 
for the vote appearing in the Details of Services in the Estimates. This served to limit 
the spending of revenue to the amounts estimated, although in two of these votes the 
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revenue received exceeded the estimate. We reiterated our recommendation that the 
use of revenue be limited to the estimated amount of revenue recorded in the Details 
of Services in the Estimates. 


No change was made in 1969-70 to those appropriations which authorized the spend- 
ing of revenue and the vote wording in the Estimates for 1970-71 also indicates no 
change. However, the limitation on the amount of commitments which appeared in 
several appropriations in 1968-69 and 1969-70 was dropped from the text of these votes 
in the 1970-71 Estimates, thereby removing from parliamentary control in 1970-71 any 
revenue received that may be in excess of estimated revenue. 


We noted the following appropriations, authorizing the spending of revenue received 
during the year, in which revenue received was in excess of the estimated revenue taken 
into consideration in determining the net amount to be appropriated by Parliament: 


Excess of actual revenue 
over estimated revenue 


Estimated Actual Cree gee carta Pro a ISTE em 
Appropriation revenue revenue Used Unused 
Agriculture Vote 40... 6.0)... ewe! $ 1,043,000 $ 1,159,000 $ 99,000 $ 17,000 
National Health and Welfare Vote 20.. 6,198,000 8,074,000 _ 1,876,000 
National Revenue Vote 1............. 1,460, 000 1,553,000 — 93 , 000 
Solicitor General Vote 15............. 35, 760, 000 37,344,000 — 1,584,000 
Veterans Affairs Vote 30............. 25, 739 , 000 26 , 946, 000 — 1,207,000 


Although Agriculture Vote 40 was the only vote in which revenue received in excess 
of revenue estimated was expended, the unused amounts in this and the other four votes 
were available for spending during the year, without further authority of Parliament. 


The administration, operation and maintenance appropriations of the Department 
of Communications (Vote 1) and the Department of Transport (Vote 30) for Air Services 
also authorized the spending of revenue received during the year. In each case the revenue 
received was in excess of the revenue estimated, being $722,000 more than the estimate 
of $5,994,000 for Communications Vote 1 and $2,045,000 more than the estimate of 
$36,243,000 for Transport Vote 30. However, as each vote also stipulated that the com- 
mitments were not to exceed a stated amount, which was the gross amount of the expen- 
diture for the vote appearing in the Details of Services in the Estimates, this served 
to limit the spending of revenue to the amounts estimated. 


Treasury Board Circular No. 1969-94 of July 14, 1969 directs that where authority 
has been provided in a particular vote to spend revenues and where the receipts actually 
collected amount to more than 125% of the amount forecast in the Estimates, the excess 
is to be credited to a separate allotment which may be spent only with Treasury Board 
approval. Thus the Treasury Board has retained for itself control over that portion of 
the excess which exceeds 25% of the revenue originally estimated. 


We reiterate our view that to ensure parliamentary control over expenditure, where 
authority is provided for the spending of revenue, three figures—estimated gross expen- 
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diture, estimated revenue and net amount appropriated—should appear in the appropria- 
tion itself and the amount of revenue used to supplement the net amount appropriated 
should be limited to the estimated revenue shown in the appropriation. 


51. Unpaid accounts carried forward to new fiscal year. A summary of accounts 
properly chargeable to 1969-70 which were not paid in that year appears on pages 10.34 
to 10.36 of Volume I of the Public Accounts. The amounts shown in the summary are 
divided into six categories, the totals of which are as follows: 


Invoices received on or before April 30, 1970: 


Interdepartmental— 
PPS RTAOIAD TINGS Fe Mert! Alot JuRe cee mth RL ded be Cake LR eke, $ 3,844,000 
SO ROE. LOROOEE std are bia Siac e me bres gueanel PECAN OER < fics. HoH 1 RULE ¥ie.s C4 EER Oks 1,202,000 
5,046,000 

Other— 
SIEM Ou et Se Ty. PEs >. TENURES. oes cle oe tod s bhoee eee US 13 , 564,000 
alien re aaOtie et cui ciiee sats) aus Sai Sore hh RIAL Es Cl, aie 13, 326 , 000 
26 , 890,000 
Invoices received after April 30, 1970: 

BeBe CERO atid, fl er Veo Gica bey TA Ad a oigte es aCe dumald eo eaued a Meme & 1,848,000 
NR ar rie Sek aac diss, Marites iat Pls tea van ponte ade deren come 15,850, 000 
17 ,698 ,000 
$ 49,634,000 


This year’s summary differs from the summary provided in 1968-69 in the following 
respects and a comparison with the previous year’s figures can only be made in total: 


1. During the year departments and agencies assumed responsibility for maintaining 
their own accounts so that there is no longer a distinction between unpaid accounts 
held by them and those held in departmental services offices at April 30. 


2. Unpaid accounts have been classified this year for the first time as ‘‘Interdepartmental’”’ 
and ‘‘Other’’. 


3. Accounts received after April 30 have not been divided into those for the payment of 
which funds were available and those which could not have been paid because of 
lack of funds. 


The total of $49,634,000 for the unpaid accounts reported this year compares with the 
total of $87,514,000 last year. 


Not included in the summary are the following amounts pertaining to the Depart- 
ment of Indian Affairs and Northern Development: 


— $1,106,000 representing a balance owing to the Department of Natural Resources of the 
Province of Quebec for municipal services provided at Poste-de-la-Baleine, Que., during 
the period April 1, 1966 to March 31, 1970. Agreement with respect to the account and 
the proposed method of settlement was not reached until early April 1970 and for this 
reason the federal Department regards the account as contracted in 1970-71. Nevertheless, 
the services had been provided prior to the end of 1969-70. Sufficient funds were not 
available in the 1969-70 or 1970-71 appropriations of the federal Department to pay 
the full amount owing and therefore the Province was advised that up to $75,000 only 
would be paid in 1970-71 and the balance in 1971-72. 


— $60,000 for progress claim 5, being one of six claims totalling $265,000 submitted by a 
contractor for work done prior to March 31, 1970. A condition of the contract was that 
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no payment in excess of $184,000 would be made in 1969-70 unless an increase was author- 
ized by the engineer in writing. Actually $205,000 was paid in 1969-70. As the services 
had been rendered, the claim was owing at the year-end and it could have been paid from 
Indian Affairs and Northern Development Vote 40 in which sufficient funds were available. 
However, since it was not paid, it should have been listed as an unpaid account at the 
year-end. 


Of the accounts received on or before April 30 and categorized as unpaid for reasons 
other than “insufficient funds’, accounts totalling $908,000 could not have been paid 
because sufficient funds were not available in the votes. 


Of the accounts totalling $17,698,000 received after April 30, $8,287,000 could not 
have been paid in any event as sufficient funds were not available in the votes. 


The relationship of these unpaid accounts, including the accounts totalling $1,166,000 
which were not reported in the Public Accounts, to the availability of funds may be 
seen from the following which also shows the comparable amounts for the previous year: 


March 31 
1970 1969 

Failure to pay although funds were available.................2.000- $ 13,680,000 $ 4,651,000 
Failure to obtain transfers between allotments. ..............0.00000% — 87,000 
Failure to get accounts in on'time ds 7. 64... 20a 5 ae ee TI A 9,411,000 14, 822,000 
Failure to seek supplementary appropriations..............0cce0e ee 19,422,000 36,182,000 
Failure to get accounts in on time and to seek supplementary appropria- 

BIS see oth eRe ac eG nc 2 ae shies dice: 0a a k S wlalinh 'e «oli gens eal & , 287 , 000 30, 409 , 000 


$ 50,800,000 $ 86,151,000 


No explanation is given in the summary for the non-payment in the year of accounts 
totalling $14,528,000 which were on hand at April 30 and for which funds were available 
to the extent of $13,620,000. 


It will be noted that the unpaid accounts decreased by $35,351,000 from those unpaid 
at the end of the previous year. Therefore the expenditure actually applicable to 1969-70 
was $35,351,000 lower than was recorded. However, the 1969-70 appropriations were in- 
tended to cover accounts coming in course of payment during the year and technically 
28 appropriations were overspent by $27,709,000. 


In previous Reports (paragraph 50 in 1969) we have referred to the provisions of 
section 30 of the Financial Administration Act and to the amendment of this section 
which, with effect from April 1, 1969, imposed on deputy heads or other persons charged 
with the administration of a service the responsibility for operating commitment control 
records for each parliamentary appropriation in such a way that they are in a position 
at any time to determine the balance remaining in an appropriation that is available for 
further commitment. We pointed out that Parliament has modified the requirements of 
section 30 by including in the annual appropriations of certain departments authority to 
enter into commitments that will come in course of payment only in future years. Should 
these commitments come due for payment earlier than anticipated, there may not be 
sufficient funds in the vote to enable payment to be made. Similarly, in the case of annual 
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appropriations providing for claims under programs where the amount has been under- 
estimated, there is no alternative but to withhold payment until a further parliamentary 
appropriation is available. Payments withheld in this manner are usually charged against 
the corresponding appropriation in the new year, which often results in that appropria- 
tion being insufficient to take care of all the accounts coming in course of payment for 
which it had originally been provided. 


We reiterate our view that the present procedures whereby no appropriation is ever 
reported as having been overexpended, through the technique of withholding payment 
of amounts owing by the Crown until a further appropriation becomes available, are 
misleading and should be reviewed. Consideration should also be given to the procedures 
followed in presenting supplementary estimates to Parliament. Appropriation Act No. 1, 
1970, 1969-70, c.24, covering the 1969-70 final Supplementary Estimates, was assented to 
on March 25, 1970. A study might usefully be made of the reasons why much of the $27 
million of accounts unpaid due to insufficient funds at March 31, 1970 was not provided 
for in these Supplementary Estimates. 


52. Capital assets charged to departmental operating accounts or financed by loan 
appropriations. In previous Reports (paragraph 51 in 1969) we have noted that working 
capital advance accounts were being used to acquire capital assets, thereby removing 
expenditure on such assets from parliamentary control. 


The situation remained the same throughout the year and to March 31, 1970 capital 
assets have been charged to departmental operating accounts as follows: 


Cumulative to 
1969-70 March 31, 1970 


Canadian Government Printing Bureau Revolving Fund.............. $ 556,000 $ 2,431,000 


Canadian Government Supply Service Revolving Fund............... 4,000 4,000 
Computer Services Bureau Revolving Fund....................02005 14,000 234,000 
National Film Board Operating Account... .............2cececececees 25,000 237 , 000 
Pasonort, Office Revolving FundinY Janene aotelloe aige M Ao. Wiese 187,000 187, 000 

$ 786,000 $ 3,093,000 


Treasury Board regulations covering the establishment and operation of revolving 
funds and working capital advances, which became effective on April 1, 1970, provide for 
the financing of capital assets either from the accumulated provision for replacement 
funds derived from annual charges to operations designed to amortize existing capital 
assets over their useful life, or from a separate repayable loan vote to be included in the 
Estimates. 


These regulations are designed to restore parliamentary control over the expansion 
of capital facilities used in operations financed by means of revolving funds and limit the 
resources available for the purchase of replacement facilities to those accumulated by 
amortizing existing facilities. However, should replacement of any facilities not be re- 
quired, replacement funds available with respect to them will be available for the acqui- 
sition of other assets which might be used for a new activity without reference to 
Parliament. 
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Further consideration should be given to the underlying accounting policy. Amounts 
totalling $13.8 million which were paid out during the past two years for capital assets 
have been recorded as loans on the Statement of Assets and Liabilities. Obviously loans 
are not normally made to oneself and loans by Canada to Canada cannot properly be 
included among the assets of Canada. If such amounts are to be included among the 
assets of Canada, they must surely be described properly as capital assets. If this is to be 
done a change is required in the policy enunciated on page 1.3 of Volume I of the 1969-70 
Public Accounts which is quoted in paragraph 210 of this Report. 


53. Grants paid prior to parliamentary approval. For the past three years (paragraph 
48 in 1969) we have referred to the generally accepted principle that the prior sanction 
of Parliament is a requisite for the making of a grant-in-aid payment. Last year we 
reported that seven such grants totalling $131,440 had been paid without the prior ap- 
proval of Parliament from Treasury Board Vote 5, Contingencies, and that Parliament 
was not informed of this when these items were later included in Supplementary Esti- 
mates tabled in the House of Commons. 


Notwithstanding this matter being brought to attention, the Treasury Board con- 
tinues to follow this practice. During the year the Treasury Board authorized ten such 
grants totalling $230,250 without the prior approval of Parliament. These grants were 
paid from Treasury Board Vote 5, Contingencies, and later included either in Supple- 
mentary Estimates (A) which were covered by Appropriation Act No. 4, 1969, 1969-70, 
c.2, assented to on December 19, 1969, or Supplementary Estimates (B) which were 
covered by Appropriation Act No. 1, 1970, 1969-70, c.24, assented to on March 25, 1970. 


The following is a list of the 1969-70 grants which received ex post facto approval 
of Parliament: 


Date of payment Beneficiary and appropriation charged Amount 
April 25, 1969........ University of Montreal (Solicitor General Vote 1b)........... $ 5,000 
May 20, 1969........ Canadian National Organizing Committee of the XXIV Session 

of the International Geological Congress (Energy, Mines and 

Resources’ V O06 Zoays eos. hes See oo eee oe eee TT tee 25,000 
May 21, 1969........ Canadian National Committee of the International Geograph- 

ical Union (Energy, Mines and Resources Vote 50a)........ 10,000 
May 30, 1969........ Arctic Institute of North America (Transport Vote 50a— 

Canadian ‘Transport Commission)? 2.00.00. fos eo oele eee ols 5,000 
June 25, 1969........ Régisseur dépenses assises Francophonie—Niamey Conference 

(external Affairs Vote 1 Sains asin a. chev teres eet bea eee 2 50,000 
June 25, 1969........ L’Agence de Coopération Culturelle et Technique (External 

Affare. Vote lia) A Tay eter oe tia het Wea en Sie ees a 25 , 000 
July 23, 1969........ Le Secrétariat de la Conférence des Ministres de l’Education 

Nationale des Etats Africains et Malagache d’Expression 

Francaise (External Affairs Vote 15a)...............02005- 1,250 
wUuY 20, TYUo; sce ee Le Conseil Africain et Malagache d’Enseignement Supérieur 

(External: Affaire sV ote 15a)e.\, seman t See eee 6,000 
September 16, 1969... University of Alberta (Indian Affairs and Northern Develop- 

WOOHG Ville LE) eo cca es Create uae oan erate oy ea 3,000 
December 2, 1969.... Maison des Etudiants Canadiens, Paris (External Affairs 


Vote lsay APA tA ROTOR: AUR, PA 100, 000 
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In the course of its consideration of the Supplementary Estimates (A) and (B), the 
House of Commons was not informed that these grants had already been paid. 


Three additional grants totalling $1,667,000, made without the approval of Par- 
liament from Regional Economic Expansion Vote 10, are referred to in paragraph 157 
of this Report. 


54. Loans and advances representing grants. Reference has been made in previous 
Reports (paragraphs 71 and 229 in 1969) to certain loans made to Crown corporations 
and others, the repayments of which are dependent on further appropriations of Par- 
liament. 


The practice of recording these expenditures as loans instead of grants has the effect 
of overstating the surplus for the year as recorded in the Public Accounts. To the extent 
that appropriations are provided in later years for repayment of the loans, the surplus 
will decrease or the deficit increase in those years. A similar practice affecting the expend- 
iture of a department is referred to in paragraph 172 of this Report. 


The following additional loans of this type were made during 1969-70: 


Canadian roadcasting Corporation cries. of aca ince oad. Soemusntues» wh ehuene ade $ 24,700,000 

National Capital Commission: 
RPE OLE, res, sree ay) ia has ayesedee « mprics «wd wd « vaca MhEer RSIS b> Ee cae oeee. 200, 000 
Ee ENS POO RG ip als ates ype ys Us. 4-4.s 4k e SRS Gh a he ek aR A Lo ne 5,300,000 
POV GT INE TI UTGL CC TN TROT ROTTIVONY ote os os cece ok beens Meee oe pene Cee ar ne 4,828,000 
overnmenud the worthwesty Territories 441.0.) ee ORS Se an 4,380,000 
$ 39,408,000 


Had the above amounts been recorded as grants in accordance with the overall 
policy with respect to these matters as is outlined in paragraph 210 of this Report, the 
surplus for the year would have been $39,408,000 smaller. (See Appendix 1, items 7 
and 22.) 


. Repayments during the year on loans of this type made in previous years were as 
follows: 


CRAB Tis FOm CASTS COUR ION oo cid son scntisinin es <ch cman eee Re ime aoe Asian h ain diy Sida $ 5,065,000 

National Capital Commission: 
eit metered var tana tt Dh Ne Be oe tS a 5 ice siesain Bu Lhe ates ae call vel a« 449 , 000 
RUDE CURIS RPMI. Oe fe fo ners rn er Ie etek arte a> tag sate oe ieee MURS wpe Giant oie 3,799,000 
Mortierni Anadaiower Commission. Sour. 25 eam Gi bis.s Ul. cone ha tne ene» 1,200,000 
Government. of.the! Northwest. Lerritories falc. geet 0d sae shag eins od Res aE ete la 806 , 000 
Ver NIneit, C1. Lee CY ROM LL CLTILOLY «Cr geek anise Gis OP aan ele eo Bh PN NeW e wae ath 604, 000 
$ 11,923,000 


These repayments, with the exception of $450,000 derived from the sale of property 
by the National Capital Commission and $183,000 recovered from school boards in the 
Northwest Territories, were all provided for in 1969-70 appropriations of Parliament. Had 
the loans been recorded as grants when originally made, these appropriations to enable 
repayment of principal would not have been required and the surplus for 1969-70 would 
therefore have been $11,290,000 greater. 
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Certain of these loans call for payment of interest at varying rates and the follow- 
ing interest income was recorded during 1969-70 with respect to them: 


Canadian’ Bronticabting Corporation ey ai... ira oes s Puta ea nt Was ees ee ers ee ee $ 6,068,000 
National Capital Gommission,: .91k. ui. daw « (eee. ea. Ae 3,449, 000 
COvEerinceD Gr Lhe IVOThweee LOlTIVOlICO. «few ec ks evra s e4 eau bene yoke een Cea ee bee 978 , 000 
Goverhinentiof ‘the Y doit Tarmitory.. 38 Jaro se Fk Y  nag. Bee caee  eee e et 727 , 000 

$ 11,222,000 


Of this total, $10,207,000 was provided from 1969-70 appropriations of Parliament, 
but this provision had no effect on the recorded surplus for the year as it was offset by 
the recording of an equivalent amount of income. However, both the expenditure and 
revenue of the year are greater by this amount than would have been the case had the 
funds advanced in previous years been recorded as grants rather than loans requiring 
payment of interest. 


Of the interest income received from the National Capital Commission, $1,015,000 
was paid from property rentals, interest from bank deposits and other income. 


The Public Accounts Committee holds the view that outlays on property in the 
Greenbelt are expenditures of the Crown rather than income-producing investments and 
on two occasions requested the Department of Finance to review the practice with the 
National Capital Commission, with a view to placing the financing of the Commission 
on a more realistic basis. In its Seventh Report 1966-67 the Public Accounts Committee 
stated that it was disturbed to learn that not only was no review undertaken by the 
Department of Finance in the case of the National Capital Commission, but that the 
practice was continued and further extended in 1964-65 when the House was asked to ap- 
prove loans to the Canadian Broadcasting Corporation. The Committee reiterated its 
opinion that “expenditures of this type are not loans or advances which can or should 
be regarded as revenue-producing assets but are in fact grants and should be charged 
directly to budgetary expenditure in the Public Accounts of Canada’. 


In August 1969 the National Capital Commission received a directive from the 
Treasury Board with respect to loans for the purchase of property other than in the 
Greenbelt under which, starting with 1970-71, loans will be provided only to acquire, 
improve and service properties which are to be sold to other users, thereby enabling the 
Commission to repay the loans. The Commission is to provide in its future budgetary 
appropriations for the pay-back of loans which were used to purchase land which is not 
for resale. 


55. Inadequate charges for services provided. Over the past few years attention has 
been drawn to instances where the fees charged by the Crown for services provided to 
segments of the public were insufficient to cover the cost of providing these services. 
Examples are given in paragraph 65 of last year’s Report entitled ‘Deficit on inspection 
services” and in paragraph 134 of this Report entitled “Second class mail’. 
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Government policy based on a recommendation of the Royal Commission on Gov- 
ernment Organization is that 
it should be departmental policy wherever economically and administratively feasible to 


charge for all goods supplied or services rendered to the public, including those now supplied 
free, unless there are provisions for specific exemption. 


Many of the charges for services provided to the public have been adjusted in accord- 
ance with this policy, including increased charges introduced during the year with respect 
to second class mail and steamship inspections. The Government had planned to intro- 
duce a number of additional increases and a number of new charges for such services for 
1970-71 but on February 18, 1970 the Prime Minister advised the House of Commons 
that, because of inflationary pressures, it intended to forgo the introduction of new and 
increased fees such as certain postal rates and fees for the inspection of weighing devices, 
gas meters and electricity meters. 


Services for which fees charged during the year were insufficient to cover costs in- 
cluded the following: 


Deficit 
Direct costs Revenue 1969-70 1968-69 

Second class mail (see paragraph 134 of 

POPLEDOLL) «25M ee.) WL Cee $ 42,400,000 $ 14,500,000 $ 27,900,000 $ 41,100,000 
Steamship inspection fees............. 2,117,000 i205 000 1,790,000 1,637,000 
Weights and measures inspections...... 2,175,000 1,078,000 1,097,000 943 ,000 
Pnspections Of Craliese. J. d0c8 cP sos 3,351,000 2,693 ,000 658 , 000 732,000 
Electricity and gas meter inspections.... 1,756,000 1,120,000 636 ,000 526 ,000 
RVPAC IGE OL OFAN Sas agi a kv awaee § 1,911,000 1,324,000 587 ,000 1,154,000 
Treatment of sick mariners............ 1,072,000 777,000 295 , 000 472,000 
Cargo cranes—Vancouver Harbour (see 

paragraph 117 of this Report)...... 127 ,000 51,000 76,000 Not available 
Supervision of pension plans........... 50,000 14,000 36,000 44,000 


It should be emphasized that the costs shown are direct costs only and do not in- 
clude any amount for overall departmental supervision or services provided without 
charge by other government departments. 


56. Employees’ meal charges. In paragraphs 86 and 193 of last year’s Report, refer- 
ence was made to unrealistic meal charges in National Parks of the Department of Indian 
Affairs and Northern Development and in hospitals of the Department of Veterans 
Affairs. At National Parks work camps, meals, which at some parks cost on the average 
$1.51, were provided to park employees at the rate of 65 cents per meal established in 
1957, and at the hospitals of the Department of Veterans Affairs meals costing an average 
of $1.41 were provided to employees for 30 cents, 45 cents and 30 cents, for breakfast, the 
main meal and a light meal, respectively. 


During the year the Department of Indian Affairs and Northern Development sought 
to increase the charge for meals in the National Parks work camps but was unable to 
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proceed with this because collective bargaining negotiations were in progress. As a con- 
sequence, the rate of 65 cents per meal established in 1957 remained in effect throughout 
the year. 


Prices for meals in the hospitals of the Department of Veterans Affairs were in- 
creased on January 1, 1970 to 45 cents, 75 cents and 50 cents and on July 1, 1970 to 50 
cents, 85 cents and 60 cents, for breakfast, the main meal and a light meal, respectively. 
There was a further increase of five cents per meal effective January 1, 1971 and we 
understand that there are to be regular annual reviews of hospital meal charges in future. 


With the advent of collective bargaining the provision of meals below cost becomes 
a part of employee compensation and can only be effectively considered along with other 
employee costs in the course of the bargaining process, which is a responsibility of the 
Treasury Board. For this reason, we do not propose to comment in future Reports on 
such subsidization but we will continue to draw Parliament’s attention to instances where 
the costs of providing meals to employees are not known and the Treasury Board is 
therefore not aware of the extent of the subsidization. An example of this is referred to 
in paragraph 142 of this Report, “Eating facilities for Crown employees in public build- 
ings”’. 


57. Federal land and other assets occupied and used by the Province of Quebec in 
the Montreal-Longueuil area. In our past three Reports (paragraph 150 in 1969) we 
have referred to financial and legal problems encountered by Canada in respect of various 
federal lands and other assets occupied by the Province of Quebec in the Montreal-Lon- 
gueuil area. We reported the decision that any negotiations with the Province should 
be preceded by the preparation of a complete inventory of land used by Canada in the 
area and an assessment of future requirements. 


The inventory has been substantially completed. A meeting was held with provin- 
cial officials in November 1969 to explore means of resolving the outstanding problems, 
and as a result the National Harbours Board and The St. Lawrence Seaway Authority, 
two of the federal agencies most directly concerned, were to carry on discussions at the 
provincial and municipal levels and then report to the Federal-Provincial Relations Sec- 
retariat of the Privy Council Office. The National Harbours Board submitted a report 
to the Privy Council Office on August 25, 1970 and The St. Lawrence Seaway Authority 
submitted its report on September 18, 1970. 


The Department of National Defence is also directly concerned because the expro- 
priation by the Province of a portion of the Craig Street armoury site held up a settle- 
ment between the Crown and the City of Montreal involving this site and the adjacent 
Champ de Mars property. The Department continues to negotiate with respect to these 
properties as the problems relating thereto were not assumed by the Federal-Provincial 
Relations Secretariat. 


58. Interdepartmental settlements. This is another area where improvements could 
be made in procedures being followed which would effect economies, improve internal 
control and at the year-end achieve greater accuracy in the financial statements. 
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At one time there was a specific accounting instruction that settlements between 
government departments should be made by journal voucher and that cheques should 
not be issued. One reason for this direction was that the issuance of a cheque and its 
negotiation through the Bank of Canada, and in some cases other banks, is a costly 
process. In addition, cheques drawn on the Receiver General and payable to the Receiver 
General lend themselves to abuse, having been a factor in defalcations in past years. 


The accounting instruction was never completely effective because of a general dis- 
like of journal vouchers by the accounting staff, partly because many copies are required 
and partly because they often do not carry sufficient explanation to provide a quick 
understanding of the entry being made. Furthermore, as journal vouchers were filed sep- 
arately from the ordinary expenditure vouchers, they were sometimes overlooked when 
expenditure figures were being compiled. 


With the current emphasis on program budgeting, interdepartmental settlements 
have increased greatly in recent years. However, the journal voucher method of effecting 
these settlements is used even less than it was before. 


The following case illustrates what can happen when cheques are used to settle 
interdepartmental accounts at the year-end. Toward the end of 1969-70 seven depart- 
ments had claims totalling $1,020,000 against the Canadian International Development 
Agency which were chargeable to the International Assistance Account. Each depart- 
ment prepared a journal voucher for the amount of its claim and forwarded it to the 
Agency for acceptance of the charge. However, the Agency refused to make these 
settlements by journal voucher and returned them to the departments where they were 
cancelled. The Agency then drew cheques in payment of the accounts but, by this time, 
the year-end cut-off date of March 31 for the International Assistance Account had 
passed and the cheques were recorded as 1970-71 transactions. As the cut-off date for 
the recording of credits to the 1969-70 accounts was not reached until June 15, 1970, 
the departments recorded the cheques in their accounts for the 1969-70 year. The net 
effect of this was that the balance at the credit of the International Assistance Account 
as shown in the schedule to the Statement of Assets and Liabilities of Canada at 
March 31, 1970 included $1,020,000 which had been used to reduce the actual expend- 
iture of the seven departments in 1969-70 and which, therefore, was also included in the 
item “Other current assets” on the Statement of Assets and Liabilities at March 31, 1970. 
While there is no suggestion of any improper intent in this instance, such bookkeeping 
violates accepted accounting principles and would not be tolerated in the private sector. 


There seems little justification for having cheques issued by one department and 
deposited by another and, as the danger of manipulation of such cheques is always 
present, a special procedure for the settlement of interdepartmental accounts should be 
developed. The Treasury Board Secretariat was giving consideration to such a procedure 
in 1968 but no changes have been effected and Receiver General cheques are still being 
used for this purpose. 


Consideration should be given to the use of a special non-negotiable document for 
effecting interdepartmental settlements. 
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59. Revenue improperly classified. On page 3.14 of Volume I of the Public Accounts, 
it is stated that revenue which is classified as “Return on investments” is income derived 
from loans and advances made by the Government and from investments by the Gov- 
ernment in productive or earning assets. 


Treasury Board regulations issued on January 8, 1970, covering the operation of 
revolving funds and working capital advances, state that: 


Any surplus arising from the operations of a fiscal year is to be transferred to “Return on 
investments’. 


In accordance with this direction, the surpluses in the following revolving funds at 
March 31, 1970 were transferred to revenue and classified as “Return on investments’: 


Passport Office Revolving Fund cc... dies oie gee «ethos Pe ine ee i PS Oe ain eres $ 1,396,000 
Canadian Government Supply Service Revolving Fund................-2eeeceeeeeeee 1,062,000 
Agnoniture Revolving Band «thei suse soins opaileln wadncahicocnsitn hb a apaisetanne Adams tepid «aah aeelies 267 , 000 


The surplus in the Passport Office Revolving Fund represents the excess of fees 
charged for passports over the operating costs of the Office and these passport fees have 
heretofore been classified as “Other non-tax revenue”. The Passport Office Revolving 
Fund was set up in order to permit the expenses incurred in issuing passports to be paid 
from the fees charged rather than from parliamentary appropriations. However, this 
would not seem in any way to change the character of the revenue. 


The Canadian Government Supply Service Revolving Fund showed a surplus only 
because operating costs estimated at $4,000,000 were not charged to it but were absorbed 
by appropriations. (See paragraph 284 of this Report.) 


The Agriculture Revolving Fund actually operated at a loss of $348,000 but accu- 
mulated a cash surplus because certain costs of the Revolving Fund operation were 
charged to appropriations of the Department of Agriculture. (See paragraph 278 of 
this Report.) 


In our opinion these surpluses should be classified as “Other non-tax revenue” and 
the Treasury Board regulations covering the operation of revolving funds and working 
capital advances which require these amounts to be transferred to ‘Return on invest- 
ments” should be amended accordingly. 


60. Fees legally collectable deferred as anti-inflationary measure. The regulations 
made pursuant to the Meat Inspection Act, 1955, c.36, require the Department of Agri- 
culture to provide free inspection services at meat packing plants for a maximum of eight 
and one-half hours per day or forty hours per week per shift. Where the services of an 
inspector are required for hours in excess of these or on designated holidays, a fee equiva- 
lent to the cost to the Department is charged. The cost of providing meat inspection 
services for the year ended March 31, 1970 amounted to $11,301,000 of which $1,159,000 
was recovered from packers with respect to overtime work. 


Prior to the introduction of collective bargaining in the Public Service, inspectors 
worked a forty-hour week and free services were provided on this basis. In October 1968 
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the work week of the Veterinary Science Group was reduced through union negotiations 
to thirty-seven and one-half hours and in July 1969 the Primary Products Inspection 
Group had their hours similarly reduced. 


As the regulations required the Department to provide free services on the basis of 
a forty-hour week, the Department continued to absorb the cost of the two and one-half 
hours differential. 


It was not until January 14, 1970 that the regulations were amended to provide 
for free inspection services on the basis of a thirty-seven and one-half hour work week. 
However, because of the Government policy on price restraint measures to control infla- 
tion, the Department continued to provide free services on a forty-hour week basis al- 
though it lacked authority to forgo this additional revenue. 


The cost to the Department of providing free services for the additional two and 
one-half hours per week has been estimated at $400,000 for a full year, the amount ap- 
plicable to the period January 14, 1970 to March 31, 1970 being about $100,000. 


61. Deficit of Canadian Dairy Commission financed by means of loans. At the begin- 
ning of the year the Canadian Dairy Commission had a deficit of $14,965,000, all of which 
was financed with loan funds. This deficit increased to $25,386,000 at March 31, 1970 and 
continued to be financed from loans. 


These loans are included in the current assets of Canada although the amount ac- 
tually represents subsidies which must eventually be written off as expenditure. (See 
paragraph 222 of this Report.) 


The result of carrying this deficit by means of interest-bearing loans and thus de- 
ferring its charge to an appropriation is that expenditure of the Agricultural Stabiliza- 
tion Board has been understated, revenue of the Department of Agriculture has been 
inflated by the amount of the interest on the loans, and the cost of the dairy price sup- 
port program has been increased by the same amount. 


62. Study report received too late to be of use. In July 1968 the Minister of Agri- 
culture entered into a contract with a consultant representing a university research group 
for the development of a demand-supply model for Canadian agriculture that could be 
used by the federal Task Force on Agriculture and by other researchers and policy 
makers to test policy alternatives. Included in the consultant’s proposal which formed 
part of the contract was the claim that the model would have immediate usefulness in 
allowing the Task Force to test various policy objectives and recommendations that they 
might suggest to Canada’s agricultural policy makers and to utilize, at an early date, the 
output from the various commodity studies being performed by other consultants. Two 
interim reports were to be submitted and a final report was to be delivered to the Task 
Force on or before September 15, 1968. The consultant was to be paid $37,500 of which 
he received $23,900 in progress payments. 

On January 15, 1969 the date of submission of the final report was extended to March 
1, 1969 and on March 18, 1969 the consultant was notified by the Task Force that the 
contract was terminated on account of non-delivery of the final report. 
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On January 21, 1970, the Task Force informed the consultant that as a result of his 
delivering some copies of his final report on January 17, 1970, the members had recon- 
sidered the status of his contract but had refused to accept the report because the Task 
Force had already submitted its report to the Minister of Agriculture. The copies of the 
consultant’s report were returned to him and he was informed that a recommendation 
would be made to the Department of Agriculture that it commence legal proceedings 
against him for the recovery of the amount of $23,900, which had been advanced to him. 


The Department of Agriculture still has the matter under consideration. 


63. Winding up of the Canadian Corporation for the 1967 World Exhibition. The 
Expo Winding-up Act, 1969-70, c.1, which was assented to on November 27, 1969, pro- 
vided for the deletion from the accounts of Canada of that portion of the deficit of the 
Canadian Corporation for the 1967 World Exhibition, not exceeding $125,000,000, that 
is to be borne by Canada. Canada’s share of the estimated final deficit of the Corporation 
was calculated to be $122,900,000 (see paragraph 56 of last year’s Report) and this 
amount, which was included in the accounts of Canada as an asset, has been deleted and 
charged to expenditure in 1969-70. 


The recorded deficit of the Corporation to the date of winding up on November 27, 
1969 was $285,712,000, which has been allocated in accordance with the agreement of 
January 18, 1963 to Canada 50%, the Province of Quebec 374% and the City of Mont- 
real 124%. After deducting their respective grants, totalling $40,000,000, and amounts 
paid in settlement of the deficit, the amounts due to and from each Government are as 
follows: 


Province of City of 
Total Canada Quebec Montreal 
Recorded: deficit; . 7. ..)..2 0). @5 504 $ 285,712,000 $ 142,856,000 $ 107,142,000 $ 35,714,000 
Less: 
CSP yard ne Ds clueless 40, 000, 000 20,000, 000 15,000, 000 5,000, 000 
Inter-governmental settlements 240,000,000 122,900,000 91,950,000 25,150,000 
Services rendered by the City of 
DEO RO A Neus ces nmi bbs 5,550, 000 5,550, 000 


285 , 550, 000 142,900,000 106 , 950, 000 35,700, 000 


Net amount due to (by) the Cor- 
mieniaome fo Prk Oe ag | Ba $ 162,000 $ (44,000) $ 192,000 §$ 14,000 


These amounts together with other recorded assets and liabilities of the Corpora- 
tion have been transferred to the Minister of Industry, Trade and Commerce for collec- 
tion and settlement in accordance with the Expo Winding-up Act. In addition, certain 
claims by contractors totalling $295,000 that are in dispute and which, in the opinion of 
legal counsel cannot be sustained, have been transferred to the Minister for settlement. 
Until these claims are settled it is not possible to determine the final deficit of the Cor- 
poration and, therefore, the final amount to be borne by each Government. 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 41 


64. Ex gratia payment to consultant. In 1968 the Canadian Radio-Television Com- 
mission contracted for the service of a special consultant to the Chairman. Remuneration, 
originally set at $90 per diem and later changed to $1,950 per month, applied to normal 
working hours and designated paid holidays prescribed for public servants. The contract 
further stipulated that should the consultant be absent due to illness or other causes, 
the monthly fee would be reduced by an amount determined by the ratio of the number 
of days absent to the number of working days in the month. 


The consultant was absent due to illness from February 16 to March 13, 1970 but, 
notwithstanding the terms of the contract, his monthly fee was not reduced accordingly. 
The reason stated was that he “must have done nine to ten full weekends of overtime 
work over the last two years and, in addition, many evenings”. The consultant had in 
fact been paid $1,575 for working on 174 Saturdays or Sundays between May 1968 and 
July 1969. 


The Crown was not legally liable for payment of approximately $1,860 for the pe- 
riod during which the consultant was absent because of illness. Therefore, payment should 
only have been made on an ex gratia basis following approval by the Governor in Council. 


65. Failure to file statements. Section 121F (now section 121E) of the Canada Cor- 
porations Act, R.S., c.63, requires certain companies to file a copy of their financial state- 
ments with the Minister of Consumer and Corporate Affairs. A filing fee of $10 is set by 
the tariff of fees. 


In previous Reports (paragraph 66 in 1969) attention has been drawn to the fact 
that a number of public companies were in default in filing statements and that many 
of these had never filed a financial statement since incorporation, some as far back as 
1917. At November 30, 1970, 472 companies were in default of which 118 had never filed 
a financial statement. The Act made no provision for penalties for failure to file financial 
statements and there appeared to be nothing that the Minister could do to enforce such 
filing. However an amendment to the Act (1969-70, c.70) which received Royal Assent 
on October 7, 1970 but has not yet been proclaimed, now provides, in section 121G, 
penalties for failure to file statements as required by the Act. 


Section 125 of the Act requires every company to file with the Minister an annual 
return on or before the first day of June in every year giving certain information concern- 
ing the company and its directors. The annual filing fee is $10 if the return is filed on or 
before the first day of June, or $20 if filed after the first day of June. Section 125 also 
provides for a fine on summary conviction of $20 a day when a company is in default 
in the filing of the annual return. 


If a company does not file an annual return for two consecutive years, there is a pro- 
vision in section 125 for the Minister to give a year’s notice that the company will be dis- 
solved unless it files the returns as required. The number of companies currently in 
default is 2,632 compared with 1,779 at the same time a year ago. The names of 667 
companies which have been in default for two years or more were published in the 
Canada Gazette within the past year because of failure to file. Of these, 229 filed the 
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returns upon publication of the notice and the remaining 438 are in the process of being 
dissolved. As in the past, no action was taken against any of the active companies for 
failure to file returns and the penalty provisions of section 125 of the Act remained in- 
operative. 


We have discussed this situation with officers of the Department and are informed 
that action against defaulters has not been taken because of possible excessive costs, the 
possible adverse effect on public relations and the thought that the penalty of final dis- 
solution of the company was sufficient to meet the situation. 


66. Indirect compensation to chartered banks. Since 1962 (paragraph 72 in 1969) 
we have been directing attention to the fact that, although there is a prohibition in sec- 
tion 93 of the Bank Act, 1966-67, c.87, against a bank making a charge for cashing a 
cheque or other instrument drawn on the Receiver General, the banks have been benefit- 
ing from banking arrangements whereby large interest-free balances are left on deposit. 
On three occasions the Public Accounts Committee has expressed the view that if banks 
were to be compensated for services provided to the Crown, consideration should be 
given to the most equitable manner in which this may be done, with statutory sanction 
being given by means of an appropriate amendment to the Bank Act. (See Appendix 1, 
item 8.) 


In its Seventh Report 1966-67, which was presented to the House on October 26, 
1966, the Public Accounts Committee requested explanations from the Department of 
Finance on three points associated with the practice. On October 15, 1969 the Minister 
of Finance wrote to the Chairman of the Public Accounts Committee outlining the views 
of the Department of Finance on these matters but the Committee has not yet given 
consideration to those views. 


In the meantime, a Crown asset in the form of bank deposits amounting to $100 
million remains at the disposal of the chartered banks of Canada free of charge, without 
the approval of Parliament. Bank deposits in excess of $100 million earned interest ag- 
gregating $51 million in 1969-70. The interest rate ranged from a low of 5.89% to a high 
of 7.05%. 


67. Duplicate payment of school fees. The Department of Indian Affairs and North- 
ern Development is required under the terms of a 1965 agreement with the Province of 
Manitoba to pay the tuition fees of Indian pupils attending provincial schools. The 
Province in turn pays the local school boards. The agreement provides that Canada, 
upon payment of these fees, shall not be liable for any other payments in respect of the 
education of Indian children. 


Since 1967 a school board, which administers the schools attended by children from 
an Indian student residence, has been compensated by the Province from moneys re- 
ceived under the agreement with the Department. During the period 1967 to 1969 this 
board also received moneys totalling $18,000 from the municipality as its share of the 
annual grants in lieu of taxes from the Department of Finance. 
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The matter was brought to the attention of both Departments in 1968. After an 
exchange of letters the question remained undecided as to which should discontinue pay- 
ment, and compensation from both Departments continued until 1969. The Municipal 
Grants Division of the Department of Finance has now agreed, with effect from the 
1969 tax year, to stop including the school rate when calculating future grants. However, 
no recovery action. has yet been taken. 


68. Fishing Vessel Insurance Plan. Paragraph 75 of our 1969 Report outlined steps 
taken by the Department of Fisheries and Forestry in respect of the Fishermen’s In- 
demnity Plan to make viable the element covered by the Fishing Vessel Indemnity Ac- 
count and to discontinue the Fixed Fishing Gear and Shore Installations Indemnity 
Account. Vote L88b of Appropriation Act No. 1, 1970, 1969-70, c.24, provided for a 
change in name from the Fishermen’s Indemnity Plan to the Fishing Vessel Insurance 
Plan. 


During 1969-70, operations in connection with the Fishing Vessel Insurance Plan 
resulted in a surplus of $156,000, as compared with a surplus of $37,000 in the preceding 
year. However, as of March 31, 1970 the accumulated surplus of $193,000 for the two 
years had been reduced to $182,000 by charging to the Plan the 1969-70 deficit of $11,000 
in the Fixed Fishing Gear and Shore Installations Indemnity Account instead of provid- 
ing for that deficit by means of a special Estimates item as had been the practice in 
previous years. 


The Fixed Fishing Gear and Shore Installations Indemnity Account had been dis- 
continued in October 1968 and the deficit of $11,000 was the total of claims paid in 
1969-70 on policies expiring within that fiscal year. The accumulated deficit in the Ac- 
count from its inception in 1966 to the expiry of the last policy in 1969 was $76,000. 


69. Inadequate accounting and financial control procedures, Indian agencies. Refer- 
ence has been made in our past three Reports (paragraph 81 in 1969) to the results of 
our examination of a number of the field offices maintained by the Department of Indian 
Affairs and Northern Development for the administration of its programs for the Indian 
population, and to the need for strengthening the financial control over the field activities. 


Following consideration of the comments made in our 1968 Report, the Public Ac- 
counts Committee in its Second Report 1969-70, which was presented to the House of 
Commons on March 4, 1970, recommended “that the Department issue a directive to all 
its agencies, that all rules and regulations relative to expenditure of these funds must be 
complied with and if discrepancies continue, disciplinary action will be taken’. The re- 
quired directive was issued on October 6, 1970. 


Examinations during 1969-70 at 12 of the 59 agencies and district offices resulted 
In criticisms of several matters. Included were inadequacies in: the internal control at 
nine locations; the cash handling practices at seven locations; the accounts receivable 
processes at eight locations; the welfare administration at seven locations; and the hous- 
ing administration at six locations. 
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Subsequent to the year-end an examination was carried out in connection with the 
audited financial statements which must be submitted by bands managing their own 
revenue moneys under section 68 of the Indian Act, R.S., c.149. Ten audit reports for 
1968-69 had not been received. Of the 133 reports received in respect of that year, 65 
were qualified by the auditors, 83 did not include balance sheets, and 104 were not ac- 
companied by completed departmental questionnaires. 


Steps were taken by the Department both during and after the 1969-70 fiscal year 
to remedy the evident shortcomings. In addition to dealing with specific deficiencies, 
studies and reviews of problem areas were undertaken, some of which are continuing. 
Arrangements were made with the Audit Services Bureau of the Department of Supply 
and Services for the provision of an expanded service to the field offices to ensure that 
corrective action is taken with regard to its audit observations. 


70. Questionable entitlement to automobile depreciation allowance. On April 1, 
1969 the Indian student residences formerly operated by religious organizations on behalf 
of the Department of Indian Affairs and Northern Development were absorbed into the 
regular departmental administrative structure. The former operation, which was governed 
by regulations approved by the Treasury Board, was on a calendar year basis and provi- 
sion was made for payment of a depreciation allowance of $500 per year where a regular 
passenger automobile was available for the use of the administrator of the residence. 
The automobile could be either church-owned or the personal property of the adminis- 
trator. 


The administrators were informed initially that the depreciation allowance for 1969 
would be limited to $125, to cover only the first three months of the year during which 
operations were carried on by the religious organizations. Strong objections to the ruling 
were registered on the grounds that “automobiles depreciate by the year, not by the 
month, and that, as of January Ist of each year, a vehicle has, for trade-in or re-sale 
purposes, aged or depreciated one full year’. Following reconsideration, the Department 
agreed to allow the full amount of $500. 


There were 52 administrators who received the annual allowance of $500 for 1969, 
instead of the $125 applicable to the period involved. Furthermore, 38 of these officials 
were paid mileage allowance for travel between April 1 and December 31, 1969 at rates 
which included provision for depreciation. 


71. Inadequate accounting and financial control procedures, National Parks. Para- 
graph 85 of our 1969 Report dealt with the results of examinations made last year at 
nine of the parks administered by the Department of Indian Affairs and Northern 
Development. 


Visits to other parks during 1969-70 led to our informing the Department of inad- 
equacies at four of the 18 existing establishments. The findings related in the main to 
cash handling and revenue processes and to stores and equipment procedures. At one 
park it was noted that contracts had been entered into with various persons for the per- 
formance of services which were similar to the duties of regular employees. 
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Service contract hirings have been curtailed and a directive has been issued clarify- 
ing the circumstances applicable to such contracts. Other measures adopted in 1969 and 
1970 to improve the situation at the parks have been revision of revenue and cash han- 
dling procedures and the establishment of regional management audit teams whose 
responsibilities include ensuring that all policies, procedures and regulations are adhered 
to and that audit observations receive positive and continuing action. 


72. Weaknesses in control of a shared-cost development project. In August 1967 
the Department of Supply and Services entered into a contract to assist a company in 
the development of avionics products. The contract provided for the continued develop- 
ment of the company’s existing product lines and for the development of new products 
to broaden its product range. The total estimated cost of the three-year project was $21 
million, of which 50% was to be financed by appropriations of the Department of 
Industry, Trade and Commerce and 50% by the company. To further assist the com- 
pany, which was experiencing working capital difficulties, the contract provided that 
the first $7 million of expenditure be shared 58% by the Crown and 42% by the com- 
pany, the second $7 million be shared equally, and the third $7 million be shared 42% 
by the Crown and 58% by the company. 

The company continued to experience working capital difficulties during the term 
of the contract and the contract was amended to provide for a successively higher overall 
share by the Crown of 59% in 1968 and 67% in 1969. At the end of the contract in 
March 1970, the total cost of the work carried out was $18.7 million of which the Crown 
had provided $12.4 million or 66%. 


Our review of this contract has indicated several weaknesses in administration. 


INADEQUATE REPORTING. A prime objective of the development project was diversification 
of the company’s product lines. Within two months it became apparent to representatives 
of the Departments that substantial overexpenditures on elements of the project would 
require a reallocation of funds, which they feared might defeat this objective. Despite a 
steady worsening of the situation during 1967 and 1968, submissions made by the Depart- 
ments to the Treasury Board in April 1968 and July 1968 for an increase in Crown sharing 
made no mention of this unsatisfactory situation. In fact, the submissions stated that the 
company was making good progress with the work. In its original submission to the Treasury 
Board, the Department undertook to report at intervals of not more than six months to 
interdepartmental committees on which the Treasury Board is represented. The minutes of 
these committees indicate that the problem was not brought to attention until April 1969— 
eighteen months after the problem was first recognized. It was only then that the Department 
set limits on shareable expenditures for each element of the project. When this action was 
taken it had some salutary effect but the objective of product diversification remains largely 
unaccomplished. 

IMPROPER CHARGE TO 1967-68 EXPENDITURE. On April 26, 1968 the Treasury Board gave 
approval in principle to an increase in the Crown’s share of contract costs effective January 
1, 1968. On April 30, 1968 a cheque for $531,000, representing the retroactive increase for the 
three months ended March 31, 1968, was drawn and charged to 1967-68 expenditure. Treasury 
Board approval to amend the contract was not granted until July 24, 1968 and the cheque 
was released to the company on July 29, 1968 after the processing of the amendment was 
completed. As the amount of $531,000 was not payable to the company in 1967-68, it was 
not a proper charge to that fiscal year. 
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OVERPAYMENTS TO CONTRACTOR. Errors in progress claims submitted in September 1968 and 
October 1969 resulted in the company being overpaid $25,000 at March 31, 1970. The claims 
were not in accordance with the terms of the contract and a proper examination of them 
should have disclosed this. 


CIRCUMVENTION OF DEPARTMENTAL DIRECTIVE. A clause of the contract provided for a 
further Crown contribution of 8% of certain costs incurred under a previous contract. The 
amount paid the company in accordance with this provision was $155,000, which resulted in 
the total Crown contribution to the work carried out under the terms of the previous contract 
being in excess of 50% of the costs incurred. A departmental directive provides that when a 
contractor makes a contribution of less than 50%, more stringent conditions shall apply. 
The effect of the contracting procedure has been to circumvent the provisions of this direc- 
tive. Had the previous contract been amended to include the additional Crown contribution, 
then total Crown contributions of $3.7 million under the contract would have become sub- 
ject to certain repayment conditions. 


73. Inadequate control over contracts resulting in failure to collect revenue due the 
Crown. Under the Crown’s program to provide Canadian defence industry with 
financial assistance for product development and for the establishment of Canadian 
sources of supply, the Department of Supply and Services on behalf of the Department 
of Industry, Trade and Commerce has entered into agreements providing for Crown 
contributions to approved projects. Although it is not required by the vote text, the 
agreements generally include a repayment provision whereby, in certain circumstances, 
the Crown may recoup its contribution from profits realized by the contractor on produc- 
tion resulting from the project assisted or, alternatively, the contractor may reinvest an 
equivalent amount in further development work. While the Department of Supply and 
Services is responsible for the administration of the agreements and for certain aspects 
of the repayment process, the responsibility for determining amounts due the Crown 
under the repayment provisions, and for the collection of these amounts, rests with the 
Department of Industry, Trade and Commerce. 


From our review, we conclude that the procedures of the latter Department are not 
adequate to ensure that the Crown is, in fact, recouping amounts due from contractors. 


The Department of Industry, Trade and Commerce periodically requests contractors 
to supply statements of follow-on production, sales and profits. However, the procedure 
is incomplete in that the request does not go to all contractors who have completed con- 
tracts containing repayment provisions or to any contractors holding incomplete contracts 
although there may be concurrent production. When requests have been sent, the Depart- 
ment has failed to follow up to ensure that replies were received. In one instance a reply 
in May 1966 indicated follow-on production from which profits had been realized but 
the Department has not attempted to verify and collect the amount due the Crown. 


Assistance contracts provide that the Department of Supply and Services may direct 
that statements submitted by contractors are to be examined by the Audit Services 
Bureau and, where the contractor becomes the sole source of a product developed with 
Crown assistance, it may direct him to include in his sales price an amount which will 
enable the Crown to recover its contribution. The Departments advise us that these 
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clauses are intended to give the Department of Supply and Services the right to take 
action if requested to do so by the Department of Industry, Trade and Commerce. Be- 
cause of the complementary roles of the two Departments, it is essential that their 
activities in the area of repayments be closely co-ordinated. Our review has indicated 
that no statement of general procedures required to effect such co-ordination has been 
issued. 


During the year the Crown contributed $42.4 million toward product development 
and source establishment through projects which for the most part were not completed 
by the year-end. About 24% of the assistance was provided under terms whereby a 
share of the resultant profits would be reimbursed to the Crown or reinvested in further 
development work. Departmental records do not summarize the Crown’s share of profits 
accruing from prior years’ contributions but the individual files indicate that $267,000 
has been reinvested in the past two years, all by one contractor, and that nothing has 
been paid to the Crown. One instance was noted where the failure of the Department to 
take prompt effective action resulted in the Crown not recovering $522,000 due from 
follow-on production achieved by a contractor. This case is commented on in para- 
graph 74 of this Report. 


74. Failure to collect moneys due the Crown. In 1965 the Department of Supply and 
Services entered into an agreement with a contractor to share equally the cost of de- 
veloping communications equipment and $522,000 was contributed from Industry Vote 5 
for this purpose. In 1966 development was successfully completed and the contractor, 
having received initial production orders, anticipated substantial follow-on orders. 


To overcome an acute shortage of working capital that jeopardized the contractor’s 
ability to finance the anticipated orders, the Department of Supply and Services, with 
the approval of the Treasury Board, amended the development agreement in August 1967 
in order to pay 100% of the costs incurred in 1965 and 1966. An additional $522,000 was 
then advanced to the contractor from Industry Vote 5, notwithstanding the fact that this 
Vote was to be used “to sustain technological capability in Canadian industry by sup- 
porting selected defence development programs...”’. The communications equipment 
was already in production and therefore past the development stage. This amount was 
repaid on a royalty basis from sales in the following year. | 


The development agreement provides that should the contractor become the sole 
source of equipment developed, and obtain follow-on production contracts, the contractor 
may be directed to repay the Crown’s contribution from the proceeds of follow-on sales. In 
October 1968 the Department of Supply and Services invoked this provision and re- 
quested the contractor to repay $522,000 or alternatively propose a further development 
project in which it might be invested. The suggestion of this alternative was ir- 
regular because the contract did not provide for reinvestment of these moneys in a 
further development project and therefore the amount was payable to the Crown 
and should have been collected at the time. In May and October 1969 the contractor 
submitted proposals for other development projects but they were not approved by the 
Department. 
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When the Department requested repayment of the amount of $522,000 in April 
1970, it was informed by the contractor that, as its cash resources had been loaned to its 
foreign parent company, no payment could be made and the Crown has therefore been 
unable to collect the amount due. 


75. The CL-84 aircraft development program. In 1963, with the approval of the 
Treasury Board, the Department of Industry, Trade and Commerce entered into a con- 
tract for the design, development and manufacture of two prototype aircraft capable of 
vertical take-off and landing at a cost of $11.5 million, of which $7.9 million was to be 
borne by the Crown and $3.6 million by the contractor. The contract provided that one 
prototype would be used for ground and flight tests, while the second would be struc- 
turally completed and its systems and equipment procured but not installed. 


The Treasury Board increased its authorization to $14 million in 1966 and at the 
same time authorized the Department to cancel the requirement to manufacture the 
second prototype aircraft. The first prototype, which was being used for ground and 
flight tests, crashed in September 1967 and was totally destroyed. In 1968 the Treasury 
Board further increased its authorization to $29 million and the Department of National 
Defence became a contributor to the program to the extent of $3,275,000. 


The division of cost agreed to at the time of each authorization was as follows: 


Department 
of Department 

Industry, of 

Trade and National 

Commerce Defence Contractor Total 
BUGGED She: AOR as oe $ 7,900,000 $ at $ 3,600,000 $ 11,500,000 
LES bac Ges. <4 ste: ert dee Peal Sas ees 8 9,070,000 _ 4,910,000 13 , 980,000 
SUG ots SEA) o,, Aaa i, oes se ee 19,895,000 3,275,000 5,910,000 29,080,000 


The increase to $29 million authorized by the Treasury Board in 1968 included pro- 
vision for procurement of three additional aircraft plus spares, support and evaluation 
at a ceiling cost to the Crown of $13.1 million, of which the Department of National 
Defence was to contribute up to $3.3 million with the Department of Industry, Trade 
and Commerce contributing the balance. 


No provision is included in this authorized amount for direct costs of the Department 
of National Defence which are estimated to be in excess of $1.5 million for technical 
personnel, equipment and aircraft spares used in monitoring the test program. These 
costs have not been assembled and accordingly are not included in the recorded expen- 
diture which amounted to $20 million at June 30, 1970, of which $17.5 million has been 
borne by the Department of Industry, Trade and Commerce and $2.5 million by the 
Department of National Defence. 


The first of the three aircraft was delivered to the Department of National Defence 
in July 1969 and the second in October 1969. By this time the contractor had been paid 
93% of the $8.3 million provided for in the $13.1 million program for the supply of 
the three aircraft exclusive of spares, support and evaluation. Both aircraft were accepted 
by the Department on the understanding that the contractor would subsequently rectify 


SN i ee SS A SE NS 
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numerous minor deficiencies at his own expense and then demonstrate that the aircraft 
satisfy the minimum performance requirements guaranteed in the contract. In June 1970, 
with the exception of the correction of a number of the minor deficiencies, these under- 
takings had not been carried out and the third aircraft remained undelivered. The con- 
tractor advised the Crown at that time that work would have to be stopped unless 
further Crown funds were forthcoming. 


After a review of the program, the Departments concerned concluded that an addi- 
tional $12 million would be required to complete the aircraft to military specifications. 
There appeared to be three alternatives open to the Departments: require the contractor 
to meet his commitments and refuse to pay overrun costs; provide the additional $12 
million; or provide a smaller sum and complete the aircraft to commercial rather than 
military standards, in which event the Department of National Defence would withdraw 
from the program. The Interdepartmental Committee, Defence Export Development, 
decided in July 1970 to follow the third alternative. 


This project is brought to attention not only because of the increase in expenditure 
and the tentative decision to release the contractor from his commitment, but because 
the House was advised on January 22, 1968 that: 


The aircraft will be used to conduct technical evaluation and operational trials to determine 
the potential and military applications of the vertical take-off and landing concept in support 
of land forces, in the maritime environment and for search and rescue. 


With the withdrawal of the Department of National Defence from the program 
before its completion, that Department received little or no benefit from its expenditure 
of over $4 million to June 30, 1970. However, it is not possible to determine what portion 
of this expenditure was non-productive as far as the Crown is concerned. 


76. Excessive progress claims by a contractor. In November 1969 the Department of 
Industry, Trade and Commerce undertook to provide up to $9.1 million towards the design 
and development of an aircraft guidance system estimated to cost $22.3 million. The con- 
tractor was to provide $250,000 with the balance of the cost, $13 million, being funded by 
the United States Government through the Canadian Commercial Corporation. During 
1969-70 the contractor submitted claims for and was paid $6.1 million of which the 
Crown’s share, $3 million, was charged to Industry, Trade and Commerce Vote 20. 


In April 1970 the Department of Supply and Services, which administers the con- 
tract, questioned the level of progress payments in view of information obtained on a 
visit to the contractor’s plant and it was determined that the contractor had been over- 
paid $3.9 million. The contractor had accomplished this by claiming estimated sub- 
contract costs, and billings for which cheques had been drawn but not issued, both 
contrary to the certificate signed by him on the face of his claims for progress payments. 


The Canadian Government’s share of the overpayment was $1.8 million of which 
$400,000 was immediately recovered from the contractor’s current claim and the balance 
of $1.4 million was refunded early in May. 
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Since substantial overpayments and subsequent recoveries were also disclosed in para- 
graph 111 of our 1969 Report, we believe that improvements are necessary in the pro- 
cedures followed in the review and certification of claims for progress payments. 


77. Admiralty courts. Our last four Reports (paragraph 88 in 1969) have contained 
criticisms of the administration of Admiralty courts, including such matters as failure to 
comply with rules and regulations established for the courts, inadequate accounting 
records and the lack of specific and detailed instructions for the registrars with respect 
to records to be maintained, type of bank account to be used and the disposition of 
interest earnings on funds deposited into court. In our last Report we noted that the 
rules of the Exchequer Court and the Exchequer Court in Admiralty had been changed 
to provide an administrator for the courts and to require that funds of the courts be 
deposited in the Consolidated Revenue Fund, rather than in individual bank accounts. 


Examinations carried out in 1969-70 at the courts in Halifax, Saint John, Quebec, 
Toronto and Vancouver disclosed that weaknesses in administration of the type men- 
tioned still existed. However, these examinations were made prior to the introduction of 
the new procedures for these courts, which only became effective in the registries of all 
courts in September 1970. 


The functions of the Exchequer Court, with minor exceptions, and of the Exchequer 
Court in Admiralty are to be transferred to the Federal Court of Canada as a result of 
the enactment of the Federal Court Act, 1970-71, c.1, which was assented to December 38, 
1970 and comes into force on proclamation. The Act provides for a registry of the Court 
consisting of a principal office in Ottawa and such other offices as may be established. 
Future audit examinations will be of the registries of the Federal Court. 


78. Examination of Canada Manpower Centres and Regional Offices. The Depart- 
ment of Manpower and Immigration has 338 Canada Manpower Centres and five Re- 
gional Offices across Canada to administer a national employment service and programs 
designed for the development and utilization of manpower, principally the Adult Occupa- 
tional Training Program, the Manpower Mobility Program and the Vocational Rehabili- 
tation of Disabled Persons Program. 


During the year we examined 33 of these offices and drew to the attention of the 
Department any weaknesses in the control of transactions that we noted. Our observa- 
tions related mainly to: 


(1) weaknesses in the procedures for determining eligibility for occupational training al- 
lowances, for manpower mobility grants and for adjustment assistance to immigrants; 


(2) payments of allowances, grants and assistance under circumstances which did not meet 
the conditions set out in departmental directives or the covering regulations; 

(3) cases where there was misuse of a mobility grant; 

(4) instances where persons on appointment to the Public Service of Canada were paid 
relocation grants under the Manpower Mobility Program when they should have been 


paid under the less generous removal expense regulations applicable to these employees; 
and 
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(5) inadequate accounting for, and collection action on, recoverable assistance and over- 
payments of allowances. 


Amended procedures have now been issued correcting many of the weaknesses and 
the remaining matters are being studied. 


79. Inadequate liaison between the Department of Manpower and Immigration and 
the Unemployment Insurance Commission. In our Report last year (paragraph 94) we 
stated that the number of disqualifications of persons claiming benefits under the Unem- 
ployment Insurance Act, 1955, c.50, for refusing to accept suitable employment or for 
neglect of opportunity for work, had declined steadily over the past four years from 
21,299 in 1964-65 to 2,024 in 1968-69 and that this decline represented a drain of some 
$3 million on the Unemployment Insurance Fund in 1968-69. Because disqualifications 
under these conditions can usually be imposed only on the basis of reports of job refusal 
submitted by manpower counsellors, this reduction in the number of disqualifications is 
a direct result of inadequate liaison between the unemployment insurance offices and the 
manpower centres, consequent on the transfer on April 1, 1965 of the administration of 
the national employment service from the Unemployment Insurance Commission to the 
Department of Manpower and Immigration. The following were among the matters 
noted: 

(1) many instances of persons drawing unemployment insurance benefits who were not 

registered in manpower centres; 

(2) numerous employment registrations took the form of alphabetically-filed name slips 

which could not be readily matched against job vacancies; 

(3) regular contact was not maintained between manpower centres and registered claimants; 

(4) the Commission offices were not notified when manpower centres were aware of or had 

arranged for placement; and 


(5) information on restrictions imposed by claimants on desired wages, hours, locale or 
acceptable types of employment, which might ordinarily be the basis for disqualification, 
was no longer available to Commission interviewers and insurance officers. 


Despite subsequent efforts by the Unemployment Insurance Commission to provide 
manpower centres with more complete information regarding claimants’ occupations and 
employment histories, our assessment of liaison procedures in examinations at nine Com- 
mission offices this year disclosed little improvement. This is borne out by the continuing 
small number of disqualifications imposed for refusal or neglect of opportunity for work 
which numbered 2,171 during the year. 


A problem associated with the liaison procedure has been the massive paper work 
that is required in attempting to register for ernployment every insurance claimant, and 
to properly process and review the registrations. Duplicate registrations have resulted be- 
cause some insurance claimants have registered directly with the manpower centres and 
sometimes at locations other than those to which the Commission notification has been 
sent. Much of this effort is wasted because not all claimants require manpower services, 
such as persons who are temporarily laid off and those whose union or association looks 
after placement. 
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Recently, therefore, following studies by officials of both the Department and the 
Commission with a view to developing a more effective operational relationship, and 
after considering suggestions put forward by this Office, a revised procedure has been in- 
troduced. The aim of this procedure is to eliminate ineffectual paper work and duplicate 
registrations and at the same time provide more effective enforcement of the Unemploy- 


ment Insurance Act. Under this new procedure registration with manpower centres will | 


be on a selective basis, with the Commission determining, on the basis of criteria estab- 
lished by the two organizations, which claimants require manpower services. For these 
claimants registration for employment is made compulsory and failure to register will 
result in disqualification from receipt of benefits. All claimants would, of course, continue 
to be subject to periodic assessment of their entitlement to payment by the Commis- 
sion’s investigation-enforcement staff. 


80. Cost of the National Arts Centre, Ottawa. In previous Reports (paragraph 96 
in 1969) we have referred to the substantial increase from $18,223,000 to $46,426,000 in 
the estimated cost of construction of the National Arts Centre, and the exclusion of the 
Centre itself from the recorded assets of the National Arts Centre Corporation. 


During the year a further $1,303,000 was expended bringing the accumulated outlay 
on the Centre to $45,082,000 at March 31, 1970. This amount was provided by annual 
appropriations of the Secretary of State. Although the Centre was officially opened in 
May 1969, a final certificate of completion has not yet been issued by the Department 
of Public Works. 


The Centre itself is still not included among the assets of the Corporation and we 
are informed that the Department of Public Works is still negotiating to lease the Centre 
to the Corporation. Under the terms of the proposed lease, the Corporation is to assume 
full responsibility for both maintenance and operation of the building but will not be 
required to pay rent or to provide for interest and depreciation charges. If this policy is 
followed, the accounts and financial statements of the Corporation will not reflect the true 
cost of operating the National Arts Centre. (See paragraph 303 of this Report.) 


81. Sales of land. The policy of the National Capital Commission is to sell surplus 
or industrial land at market value. Two exceptions noted during the year were: 


1. Early in 1967 the Commission acquired for approximately $2,700 per acre a 21-acre 
parcel of land within the boundary of a developing suburban community, as part of a 
larger settlement with the former owner of certain farm lands in the Greenbelt. The 
local municipality, having made inadequate provision for school sites in the community, 
asked the Commission to make this land available so that in turn the municipality could 
exchange the land for appropriately-located lands of smaller aggregate area owned by 
the developer. The Commission represented that $3,500 per acre was the market value 
of the land when it obtained Governor in Council approval of the proposed sale in 
March 1969. Although the price may reflect normal two-year land value appreciation, 
it did not take into consideration the market worth of land available for housing de- 
velopment. In fact, at the time Executive approval for the negotiated sale was sought, 
the Commission had already decided to sell by public tender its remaining land holdings 
within the community. Bids were opened in May 1969 and resulted in the sale of all 
parcels offered, totalling 43 acres, at a price of $7,900 per acre. 
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2. In May 1967 the Commission was asked to sell 3.3 acres of industrial land at the then- 
established market price of $7,615 per acre and received a deposit of $2,000. Approval 
of the sale was received from the Governor in Council in June and shortly thereafter 
the agreement of sale was sent to the prospective purchaser for signature, with an antici- 
pated closing date of October 3, 1967. There followed continual delays in closing the 
transaction which were not the fault of the Commission. These delays resulted from the 
need to obtain a further Order in Council covering the sale of an additional adjoining 
half-acre to overcome the purchaser’s building plan problems and from the purchaser’s 
difficulties in raising the required funds. As a result, the agreement was not completed 
until November 1968, with interest to be charged on the unpaid balance from September 
1968. This agreement extended the closing date to April 1, 1969 but the Commission did 
not amend the selling price even though the new market value of the land, established 
in June 1967, was $8,250 per acre. As of April 1, 1969 the purchaser was in default of the 
terms of the amended agreement. An additional deposit required to make up the neces- 
sary 10% down payment was not received until April 22 and the final payment was 
not forthcoming until May 1. The Commission did not take steps to void the agreement 
at this stage even though in March 1969 a new market price of $9,500 per acre had been 
set for lands in the area. It was subsequently determined that the purchaser immediately 
re-sold the land at $10,000 per acre. 


82. Settlements for leasehold interests. In addition to compensating owners of expro- 
priated property, it is frequently necessary for the National Capital Commission to make 
settlements with tenants forced to vacate premises prior to the dates of termination of 
their leases. In last year’s Report (paragraph 97) reference was made to four such settle- 
ments which appeared excessive in light of either evaluations by cost accountant- 
appraisers or the individual lease arrangements. Similar comments are applicable to the 
following three additional settlements: 


1. Compensation of $45,200 to the tenant of a property expropriated on June 29, 1967 was 
in recognition of: the discounted value ($31,200) of an annual rental advantage of $8,229 
for the period January 1, 1969 to June 30, 19738, being the difference between economic 
rent for the premises occupied ($20,095) and the actual rent enjoyed under two leases 
($11,866) which, had they not been frustrated by expropriation, would have terminated 
on June 30, 1973; and the depreciated value ($14,000) of fixed improvements to the 
rented premises which the tenant had installed in 1963. In arriving at the lost rental 
advantage the Commission made no allowance for clauses which had provided for 
cancellation after January 1, 1968 by either party upon giving twelve months notice, 
but instead relied upon oral representations from the former owner that “it would have 
been a political and financial impropriety”’ to have acted upon these cancellation clauses. 
Also, the Commission made no allowance for the fact that, in part, the loss arose through 
unilateral action by the tenant. Although he had been assured of continued occupancy 
to April 30, 1971 at exactly the same rent under leases with the Commission, the tenant 
chose to vacate on March 8, 1969. The fixed improvements, for which the tenant was 
compensated $14,000, had been financed by a loan from the former owner, secured by 
a repayment clause in the lease which was terminated by expropriation. The unamortized 
balance of this loan at September 1, 1967 amounted to $13,220 yet the Commission 
did not reinstate the tenant’s obligation to repay the loan when drawing up a new lease 
at that date. In effect, the tenant was allowed $14,000 for fixed improvements for which 
he had not been required to pay because of termination of his lease. Further, the im- 
provements formed part of the premises for which the former owner had received a 
settlement of over $4 million in a prior year. 
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2. The proprietor of a barber shop in a building expropriated on June 29, 1967 was com- 
pensated in the amount of $6,500 for frustration of a lease which would have expired 
on October 31, 1971. The Commission required the property no earlier than October 31, 
1969 and offered a lease to that date. The tenant refused but accepted a lease for another 
barber shop in a Commission building in the same block at comparable rent for the 
period April 1, 1969 to April 30, 1971. Compensation was based upon two appraisals 
obtained in October 1968 for $7,726 and $7,000 but both were qualified to the effect that 
should the tenant move within the same block the recommended settlements were to 
be materially reduced. Despite these qualifications the Commission notified the tenant 
on March 20, 1969 of its acceptance of his compensation claim even though, prior to 
that date, the new leasing arrangements were being concluded and the barber was 
publicly announcing his move to the new location. 


3. Compensation to a restaurant operator in a building expropriated on June 29, 1967 was 
granted in the amount of $6,550 on the ‘‘realistic expectation of a lease renewal” which 
might have been granted by the former owner. The settlement comprised various esti- 
mated moving costs but must nevertheless be considered to have been purely gratuitous. 
The operator enjoyed a lease which would have expired on August 31, 1969 and was 
granted a new lease with the Commission from August 1, 1967 to April 30, 1969 which 
in November 1968 was extended to October 31, 1969. The tenant actually vacated on 
November 15, 1969. 


83. Expropriation settlement. Included in property expropriated by the National 
Capital Commission for Greenbelt purposes in June 1961 was a newly-completed thirteen- 
unit motel. An advance payment of $69,300 was made to the former owner in January 
1962 but the then-existing policy did not require the execution of a lease to cover con- 
tinued occupancy of the property. The Commission was unsuccessful in attempts to 
obtain a lease when the policy was changed in 1963 and, not being able to obtain posses- 
sion of the expropriated property, arranged for the Department of Justice to file an in- 
formation in the Exchequer Court. This information sought a court judgment to allow 
compensation of $71,000 with an appropriate offset for free use and occupancy since ex- 
propriation. However, because the former owner’s lawyer first wished to await a decision 
on the constitutional question of the Commission’s right to expropriate in the Green- 
belt — settled in 1966 — and because of subsequent pressure of work on both sides, the 
case was never brought before the Court. 


In November 1968 a non-retroactive lease was arranged calling for monthly pay- 
ments of $400 and shortly thereafter the Commission obtained Treasury Board approval 
for a settlement of $85,000 which in its view was “not far off” the following values given 
by three appraisers: 


October 30,190 iawchewt., CGR eed $ 88,400 
VUNG 2 GOI, He A. SURO, 79,476 
Yebriary 4) 1063100) 1a) oe 71,500 


In its submission to the Treasury Board the Commission failed to disclose the monetary 
advantage in excess of $25,000 which the former owner received from free occupancy for 
seven years. The total benefit received by the former owner was therefore substantially 
greater than the valuation placed on the property by the appraisers. 
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84. Rent under lease agreement not collected in full. Following advertisement in the 
local newspapers, the National Capital Commission granted a lease for the period October 
15, 1967 to April 30, 1969 for a fully furnished hotel which had been expropriated in 
preparation for the eventual redevelopment of the area around Confederation Square, 
Ottawa. Under the lease the tenant was obligated to pay all taxes (approximately $10,000 
per year) and monthly rent of $1,315 increasing to $2,000 as soon as he secured a licence 
for the sale of alcoholic beverages. 


At the request of the lessee, the Commission granted a rental reduction of $615 per 
month in February 1968 retroactive to the effective date of the lease “in view of difficul- 
ties in obtaining a liquor licence and the resulting lack of business”. The Commission 
made a further concession by drawing up building renovation plans to meet requirements 
of the licensing authority and authorizing the tenant to offset an amount of $28,000 
paid for renovations against existing large arrears of rent and taxes. The Commission 
states that the extensive renovations will be economically justified in the long run but, 
although the liquor licence became effective in April 1969, the lease, which expired on 
April 30, 1969, was not formally extended and the tenant continues to enjoy a monthly 
rental charge of only $700. 


By December 31, 1970 the anticipated rental income of $64,000 had been reduced 
to $27,000, of which only a small portion had actually been collected from the tenant. 
The status of his account with the Commission at that date was: 


RentaLicom October 15, 1967 to December 31, 1970... . 56 0. ase dbus oo $ 27,000 
Axe TECOVeTHOIONTON LN FENBDD. vrs ca te Beda vend nets nauneeteciaaguldan 35, 200 
Darkane Wome ls, Oe | HOPE IORI. LE 2) Sakk. Oe Geel eee es 1,350 
$ 63,550 
Less: 
Allowance to cover renovation costs of $28,000—claimed to date......... 23 ,000 
Pra PYRO ORG Bre ook Be oA gra edie nada hil'a, bese au oa, oe « aad 4,600 
27 ,600 


Amount owing by tenant at December:31, 1970... 2c cessed ee wee bea ey $ 35,950 


85. Unused plans for construction of truck tunnel, Ottawa. Early in 1968 the Na- 
tional Capital Commission was authorized by the Treasury Board to enter into a contract 
with a firm of consulting engineers to have plans and specifications drawn up for the 
construction of a truck tunnel and related roadways system to service the planned De- 
partment of Transport headquarters building as well as future buildings in the adjacent 
area on the east bank of the Rideau Canal. In 1969 complete documents were provided 
to the Department of Public Works so that tunnel work could be incorporated into an 
overall tender package for the construction of what is now to serve as headquarters for 
the Department of National Defence rather than the Department of Transport. However, 
after tenders were opened it was decided to forgo construction of the truck tunnel and 
accordingly the Commission negotiated a settlement to terminate its contract with the 
engineering firm. In all, expenditures totalling $165,000 have been incurred on the con- 
tract, of which $139,000 is identifiable as directly pertaining to the truck tunnel and 
therefore non-productive. 
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Included in the truck tunnel expenditure is $25,000 for translation of contract spe- 
cifications into French, a cost which, under the Translation Bureau Act, R.S., c.270, 
should have been charged to the appropriation of the Bureau for Translations of the 
Department of Secretary of State. (See also paragraphs 109 and 124 of this Report.) 


86. Use of departmental vehicles. In previous Reports (paragraph 99 in 1969) we 
have noted that the use of Department of National Defence vehicles for the purpose of 
dependants’ recreation and shopping, contrary to Treasury Board policy, was permitted 
under departmental administrative orders dealing with the use of motor transport and 
that cars with chauffeurs were assigned to senior military officers for their use, including 
transportation between office and residence. 


After reviewing a revised administrative order which the Department promulgated 
in October 1969, the Treasury Board Secretariat advised the Department that in some 
areas the wording of the order was open to more than one interpretation which could 
lead to misuse of government vehicles and reminded the Department that: 

it is established policy that Government-owned vehicles are to be used for official purposes 

only and that use for any non-official purpose is not authorized without the prior approval 

of the Treasury Board. Specifically, the use of Government-owned vehicles for unauthorized 
transportation of employees to and from work, for moving personal effects, for transportation 


related to staff picnics and other social functions, and for pleasure travel of any kind is not 
permitted, without prior Board approval. 


Under a new order, promulgated with the approval of the Treasury Board Secretariat 
in September 1970, 58 staff cars, 38 of them chauffeur-driven, are provided for the ex- 
clusive use of 35 senior officers and 23 Canadian Forces attachés. The cars provided to 
the senior officers are for official use only, but no restriction is placed on the use of those 
provided to the attachés who in return pay some of the vehicle operating costs. In addi- 
tion, motor transportation may be provided between residence and place of employment 
for personnel at 18 designated isolated locations, and for commanding officers at seven 
specified stations where this is an operational requirement. Motor transport may be 
used also to carry personnel and their dependants to shopping, entertainment and church 
services at 16 designated isolated locations. 


The Treasury Board Secretariat when approving the revised order informed the De- 
partment that the changes appear to satisfy the points in question, but expressed some 
concern about provision of chauffeurs for staff cars allocated to individuals for their ex- 
clusive use, suggesting that in certain situations officials might drive themselves, effect- 
ing a significant cost saving. 


87. Pension awards effective at an early age. In previous Reports (paragraph 100 
in 1969) we have commented upon the number of servicemen being retired by the De- 
partment of National Defence with immediate annuities at an early age. 


The Statute Law (Superannuation) Amendment Act, 1969, 1968-69, c.29, came into 
force on April 1, 1969 giving effect to the Department’s proposals respecting amendments 
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to the Canadian Forces Superannuation Act, 1959, c.21. An immediate annuity cannot 
be paid to a contributor with less than ten years service in the regular forces and a con- 
tributor with longer service is now entitled to an annuity determined as follows: 


Minimum years 


Reason for retirement of service Type of annuity 
AST. Saal 10 Immediate annuity 
MAURO acy Cale 6 sie 4, 10 Immediate annuity 
Economy or efficiency........ 20 Immediate annuity 
10 With the consent of the Treasury Board, an 


immediate annuity reduced until age 65 by 5% 
for each full year up to 6 by which his service 
is less than 20 years or his age is less than the 
retirement age applicable for his rank, which- 
ever is the lesser 


Misecondnet l2ths.. sa sof ae 10 With the consent of the Treasury Board, the 
whole or any part of any annuity specified by 
the Board to which he would have been en- 
titled had he been retired to promote economy 
or efficiency 


Other reasons— 
DEN COL spots hac ics caries wane 20 Immediate annuity reduced by 5% for each 
full year by which his age is less than the 
retirement age applicable for his rank 


NVQ, 1 AP ee i's 2 tty alte a 25 Immediate annuity 
20 Immediate annuity reduced by 5% for each 
full year by which his service is less than 25 
years or-his age is less than the retirement age 
applicable for his rank, whichever is the lesser 


During the year about 49% of the 460 servicemen aged 40 and under who were 
granted immediate annuities were released because of conditions rendering them men- 
tally or physically unfit to perform their duties (disability) and a further 45% retired 
voluntarily after serving for more than 20 years. 


In recent years there has been a pronounced reduction in the number of annuities 
granted to servicemen released to promote economy or efficiency and for misconduct. 
However, subsequent to the year-end, this trend appears to have been reversed. 


88. Unrealistic meal charges to Canadian Forces personnel. In our 1969 Report (para- 
graph 101) we pointed out that the revised pay structure introduced for the Canadian 
Forces in October 1966 was formulated for the first time on the concept that remunera- 
tion should be based on skill and responsibility, as is the case in industry, and that the 
subsidies inherent in the older pay structure should be removed. Concurrent with the 
pay revision, the Department of National Defence had introduced monthly charges for 
daily rations which are provided in the main to members living in single quarters. Since 
June 1968 the monthly charges have been $56 for an officer and $46 for a man, except 
that while a man is serving on a ship or in the field or at other locations designated by 
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the Chief of Defence Staff the monthly rate is $386. We further noted that the Depart- 
ment calculates the average cost of unprepared rations but that the total of the costs of 
transportation, warehousing, preparation and serving of the meals and other related 
expenses is not compiled although it could represent a large part of the overall cost. 
Because examinations made at various messes had revealed that the cost of food and 
the salaries of the kitchen and dining room staffs alone exceeded the total amount charged 
the servicemen, we considered it essential that, as a prerequisite to the establishment of 
reasonable charges, the costs of providing the service be determined and a policy estab- 
lished to ensure that the cost is recovered to the fullest extent possible. Until this is done 
there is a continuing subsidy which is contrary to the principles underlying the new pay 
structure. 


Examinations made this year confirmed our previous findings. The cost of food 
and salaries of the staffs engaged in preparing and serving meals at seven officers’ messes 
with 617 members on ration strength averaged $97 per man-month, at four sergeants’ 
messes with 167 members on strength averaged $116 per man-month and at five men’s 
messes with 2,498 members on strength averaged $57 per man-month. The average cost 
at two messes having less than ten members on ration strength exceeded $400 per man- 
month. 


The Department considers it inequitable to attempt to recover the total costs in- 
volved in transporting, preparing and serving rations when, for operational reasons, the 
provision of meals is necessary due to the locale of the operation. However, it recognizes 
that some of the messes are operating uneconomically and is presently attempting to 
formulate a policy for the provision of food services. The Chief of Personnel has recom- 
mended the closing of food service facilities where more economic alternative arrange- 
ments are available and a review is being made of all messes having less than 20 members 
with a view to identifying those which might be closed. 


The Chief of Personnel has also proposed the adoption of a new system for deter- 
mining charges for rations which would be based on the national average cost for rations 
plus a charge for preparation of $20 per month for officers and $10 for men. Based on 
the most recent cost figures as compiled by the Department, this would result in monthly 
ration charges of $61 for officers and $51 for men, an increase of $5 per month over cur- 
rent rates. These proposals are currently under consideration. 


89. Grants for recreational libraries. By regulation approved by the Governor in 
Council, the Department of National Defence may pay grants to establish and maintain 
recreational libraries in ships and at commands and isolated units. The regulation. pro- 
vides that the annual maintenance grant is to be paid for the current fiscal year or frac- 
tion thereof as applicable. 


Notwithstanding the limitation in the regulation, the Department, considering it 
unlikely that funds would be available for library maintenance in the immediate future 
years, paid out in the latter months of the year three times the authorized maintenance 
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grants for a full year with respect to 31 newly established libraries. These maintenance 
grants totalling $21,000 exceeded by more than $19,000 the amounts authorized by regu- 
lation. 


90. Prolonged development of the Canadian Forces pay system. The Department 
of National Defence is responsible for calculating, recording and distributing pay to the 
members of the Canadian Forces. Prior to integration, three separate pay systems existed, 
one for each Service. Although each system was different, the same general controls were 
in effect. Pay records were maintained for each member at the local unit and additional 
records were maintained in Ottawa for control and audit purposes. 


In its quest for a uniform pay system, the Department made a detailed examination 
in 1964 of the three pay systems and concluded that each system lacked some necessary 
characteristics which made its adoption by the other Services undesirable. In 1965, after 
further study, the Department proposed a new Central Computational Pay System that 
would meet the requirements of the three Services and in October 1965 the Treasury 
Board approved development of the new system and the acquisition of the necessary 
additional computer facilities. 


The new system was to be introduced in two phases; in Phase I the records in Ottawa 
were to be replaced and in Phase II the records maintained at the local unit were to be 
eliminated. Phase I began on July 1, 1967 and Phase II was expected to begin on July 1, 
1968. However, implementation of Phase II has been delayed due to serious difficulties 
encountered in Phase I operations caused in part by high turnover in computer program- 
ming staff, a high rate of error in input documents and the calculation of income tax 
deductions which presents problems peculiar to the processing of Service pay. We are 
informed that elimination of the special income tax provisions for members of the Cana- 
dian Forces would materially reduce the difficulties. (See paragraph 129 of this Report.) 


In its request to the Treasury Board in October 1965 the Department stated that 
among other benefits it expected annual savings of $800,000 in administrative costs once 
the computerized pay system was fully operational. The development costs for the pro- 
posed system were estimated at $755,000. 


The Department’s accounts do not provide a record of the cost of development; 
however, the overall cost of the Central Computational Pay System amounted to about 
$7.1 million for the period July 1967 to July 1970. While the separate records maintained 
in Ottawa for control and audit purposes and for the accumulation of pension and income 
tax data have been discontinued and their cost of about $1.5 million saved in this period, 
the new system has not yet replaced these records effectively. Departmental statistics 
for August 1969 disclosed that 26% of the individual pay accounts in Ottawa showed 
amounts for net monthly pay entitlement that were different from the amounts shown 
in the accounts at the units. However, by October 1970 the differences had been reduced 
to 12%. The Department’s investigation of the 14,000 differences in individual pay ac- 
counts which existed on July 1, 1970 disclosed that 21% were a direct result of Central 
Computational Pay System error. These differences show that the system is still in a 
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developmental posture and does not yet provide a control over the pay records main- 
tained at the local units or produce accurate pay data. As the Department expects Phase 
II of the new system will not be fully implemented until late in 1971, it is apparent that 
the anticipated savings in administrative costs have not materialized in 1968, 1969 and 
1970. 


The prolonged development of the new pay system has therefore resulted in substan- 
tial escalation in development costs and, for the time being, in a weakening of internal 
control. 


91. Temporary extension of rehabilitation leave benefits. Upon completion of their 
service careers, most members of the Canadian Forces are entitled under a Ministerial 
Regulation to rehabilitation leave, computed on the basis of thirty days for each com- 
pleted five years of continuous service. Prior to April 1, 1969, Regulations and Orders for 
the Canadian Forces provided that an officer or man who requested to be released before 
completion of his normal period of service be granted rehabilitation leave only if the 
Minister of National Defence recommended that an immediate annuity be granted under 
the Canadian Forces Superannuation Act, 1959, c.21. 


An amendment to the Act with effect from April 1, 1969 (see paragraph 87 of this 
Report) removed the requirement that the Minister make a recommendation with 
respect to the granting of an annuity, and this had the effect of barring all members of 
the Service, who requested to be released prior to completion of the normal period of 
service, from being granted rehabilitation leave. 


On the recommendation of the Chief of Defence Staff the Regulation relating to 
rehabilitation leave was amended on July 15, 1969 and this amendment resulted in all 
members of the Service who requested release becoming entitled to rehabilitation leave, 
the amount varying with the length of their service. 


When the financial implications of this extension of benefits became apparent, the 
Regulation was further amended, with effect from September 3, 1969, to eliminate the 
benefits that had been provided to members who were not entitled to them under the 
Regulation in effect prior to April 1, 1969, for example members who had served less 
than ten years. 


On the authority of the first amendment, the Department paid approximately 
$250,000 to 650 officers and men who were granted rehabilitation leave benefits during 
the period July 15 to September 2, 1969, although they had less than ten years service 
and would not have been granted rehabilitation leave under the Regulation in effect 
prior to April 1, 1969. 


92. Delay in remitting Canadian Forces income tax deductions. The Department of 
National Defence remits income tax deducted from members of the Canadian Forces to 
the Department of National Revenue. The total deducted each month is remitted in two 
instalments; the first is a conservative estimate of the total while the second is the bal- 
ance, determined some weeks later, which usually amounts to from $400,000 to $600,000. 
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The delay in determining the actual amount payable is attributable in part to difficul- 
ties with the Canadian Forces pay system which are referred to in paragraph 90 of this 
Report. 


Included in the interdepartmental unpaid accounts of $3,844,000, referred to in para- 
graph 51 of this Report, is an amount of $2,186,000 payable by the Department of Na- 
tional Defence in respect of the difference between the actual and estimated tax deduc- 
tions for the months of November 1969 to March 1970 inclusive which the Department 
indicates was not paid because of insufficient funds. While the balance payable in respect 
of March 1970, which has since been established as $399,000, was not known in time to 
make payment before the year-end, there is no reason other than shortage of funds why 
$1,787,000 should not have been paid before the accounts for the year were closed. Inas- 
much as this amount represented deductions from the pay of members of the Forces, and 
therefore trust funds as far as the Department was concerned, sufficient funds should 
have been retained in the vote to permit settlement to be made in the year. Furthermore, 
the Department had $10.7 million in its Surplus Crown Assets Account which was avail- 
able with the approval of the Treasury Board for any of the purposes of the Department. 


93. Subsidization of non-public fund activities. In previous Reports (paragraph 102 
in 1969) we have noted that such facilities as messes, recreational facilities and sales 
outlets, operated by the Department of National Defence for the benefit of Canadian 
Forces, are subsidized from public funds, and that the full extent of the subsidization 
could not be determined. We stated that it is essential as a prerequisite to the establish- 
ment of adequate management control that the actual costs borne by the Crown be deter- 
mined and a policy established to govern the extent to which non-public fund activities 
may be subsidized. We also noted that guiding principles with respect to public support 
of these activities were approved by the Treasury Board in June 1969 and that the Board 
had requested the Department to develop and submit for its approval regulations to make 
the principles effective and to include therein criteria for the levels of the services and 
recreational facilities to be provided. 


The Government recognizes that as a good employer the Department has an obliga- 
tion to provide certain social, service and recreational facilities for its employees. This 
includes the provision of personnel, serviced accommodation, transportation and com- 
munications for the operation of non-public fund activities at Canadian Forces bases. 
The Department proposes that support be provided to messes and sales outlets in accord- 
ance with recommended scales varying with the number of personnel at the base and 
with its location (urban, non-urban or isolated) and that a portion of the non-public 
funds generated through their operation be used for the provision of certain recreational 
and other personnel support activities otherwise provided at public expense. Determina- 
tion of the extent to which such facilities should be provided from public funds is to be 
the subject of a separate study in the near future, the results of which will also be sub- 
mitted to the Treasury Board. 


The Department also proposes that the value of the support from public funds at 
each base will be identified and a summary report of the resources used and their value 
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will be submitted to the Treasury Board annually. Changes in the annual cost of support- 
ing from public funds the services to be provided following implementation of the new 
policies have been estimated by the Department as follows: 


Annual cost 


Current Proposed 


Pereonne) ois. ng demraedtles reg fa 0) 0s sheen aed 4D es $ 9,290,000 $ 4,828,000 
PECORIODGHIIOD e556 Wo ks oes AREER # ches 40M ue yee en 1,370,000 685 , 000 
PE STIL UMLIO Tos chug he kee ade ale ina Gia ated idl, las Crean nt aa eae Unknown 289 ,000 
RAM TUIEIOCATIONE Ts Ga oy Uap eu cok eta eo sin dek pose ates Coane ate ate Rae aoe 16,500 16,500 


$ 10,676,500 $ 5,818,500 


The introduction of the proposed policy is therefore expected to result in a reduction 
of approximately $5 million or 47% in the annual cost of support from public funds. In 
view of this substantial reduction, the Department decided in September 1970 to pro- 
ceed with the implementation of the policy over a three-year period, making it fully 
effective in April 1973. 


94. Charges for Crown-owned accommodation. The Minister of National Defence 
has authority to enter into leave and licence agreements with civilian concessionaires for 
the operation of grocery stores, snack bars, barber shops, service stations, credit unions, 
etc., for the benefit and convenience of Service personnel at defence establishments. (See 
paragraph 95 of this Report.) The monthly charge for space, including normal amounts 
of light, heat and water, was established at 10 cents a square foot in 1960 and is payable 
in advance. This rate is less than that applicable to space in excess of authorized scales 
for non-public fund activities such as messes and sales outlets operated on a concession 
basis, which are referred to in paragraph 93 of this Report. 


As the present rate is below the direct cost of routine building maintenance and 
services, the Department is reviewing the matter. 


95. Failure to charge established rates for facilities provided. In December 1966 the 
Department of National Defence entered into a leave and licence agreement with a cater- 
ing firm for the operation of a cafeteria at Canadian Forces Base Montreal, LaSalle 
Detachment, under which the caterer was provided 720 square feet of space at a monthly 
rental of $75 plus an additional charge of $108 monthly for extra utility costs. 


Our examination at the Base in January 1969 disclosed that 2,430 square feet of 
space and departmental equipment which originally cost $22,000 were being used by the 
caterer. Based on departmental administrative orders, the monthly charge should have 
been $253 for space, $108 for extra utility costs and $220 for loaned equipment. If all 
these facilities were used by the caterer from January 1967 to March 1969, the under- 
charge would amount to $10,746. 


The caterer’s space, equipment and utility requirements were reduced in 1969 due 
to a reduction in activity at the Detachment. A new agreement was prepared at the Base 
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and signed by the caterer providing for a monthly rental of $139 effective April 1, 1969. 
Canadian Forces Headquarters refused to approve this agreement stating that the month- 
ly rental should be $174, an amount the caterer was not prepared to pay. The caterer 
ceased operations in August 1969 and offered to pay rent for the preceding five months 
at $139, but this rental amounting to $695 has not been paid. 


As is pointed out in paragraph 94, the monthly charges specified in the depart- 
mental administrative orders have not been revised since 1960. 


96. Special services provided by the Department of National Defence. The Depart- 
ment of National Defence is frequently called on to provide a variety of special services. 
The National Defence Act, R.S., c.184, provides in sections 218 to 228 for the use of the 
Canadian Forces to aid civil powers in the event of a riot or disturbance, the cost in- 
curred being the responsibility of the province that requests aid. In section 35 the Act 
provides that the Forces may be used in the event of disasters of national concern and that 
this use shall be deemed to be military duty, and therefore without charge. Although 
the Act does not deal specifically with other circumstances in which assistance is given 
to persons or organizations other than the Department, general authority is implied in 
the text of National Defence Vote 1 where the Department is authorized to make recover- 
able advances and to spend revenue received in respect of charges for supplies and ser- 
vices. Specific authority, under which the Department may authorize the provision of 
special services, is contained in the National Defence Provision of Services Regulations, 
Order in Council P.C. 1962-138/653 of May 2, 1962. 


The Regulations Act, R.S., c.235, requires that every regulation shall be published 
in the Canada Gazette within thirty days after it is made. However, the National De- 
fence Provision of Services Regulations have never been published. 


These Regulations do not apply to services of a continuing nature costing in excess 
of $25,000 nor, except in an emergency, where the service in any one instance costs in 
excess of $5,000. They stipulate that a fee shall be charged in all cases unless the Minister 
is satisfied that the service provided is of a temporary and non-recurring nature and is: 


(a) for the benefit of, or in support of, the Canadian Forces or national defence; 
(b) for community purposes of a non-commercial nature; or 


(c) to provide humanitarian assistance in individual cases in the nature of mercy aid in the 
relief of human distress or suffering. 


In the audit sixteen cases were noted in which it is not clear what authority was 
relied on for providing services without fee or recovery of cost. In six of these cases the 
services were provided to departments of the Federal Government and in the other ten 
cases to individuals or outside organizations. Examples are: 


1. Between April 1968 and June 1969 eight flights were made from bases in Canada to drop 
supplies on polar ice for the British Trans-Arctic Expedition. 


2. A special flight was made in October 1968 to transfer a Canadian civilian patient from 
a hospital in Richmond, Virginia, to another in Montreal, Que., about five months after 
he had been hospitalized following serious injury. 
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. Between October 11 and December 10, 1968, aircraft were provided for air-lifting Nigerian 


relief supplies from Canada to Lagos, Fernando Poo, Recife and Ascension Island on 
behalf of the Canadian International Development Agency at a cost of $191,000, of 
which aircraft operating costs of $113,000 were not billed to the Agency. 


. In 1967 departmental aircraft transported a World War II Hurricane fighter aircraft 


owned by a private individual from Winnipeg, Man., to the United Kingdom for use in 
the film ‘‘Battle of Britain’. The Department later arranged for the return of the air- 
craft to Canada and it was flown at Ottawa in 1967 during the 50th Anniversary of 
Military Flying Celebrations held on Canadian Armed Forces Day. Later in 1967 
departmental aircraft again transported this privately-owned plane to the United 
Kingdom for further use in the film, following which it was sold. 


In 1969, for the same person, departmental aircraft transported salvaged parts sufficient 
for the reconstruction of four World War II Japanese aircraft from New Guinea to 
Winnipeg, Man. In return the Department has been promised one of the aircraft which 
is to be offered to the National Museum of Science and Technology. 


. During the year special aircraft flights were provided for Ministers of the Crown. 


In some cases full cost was recovered, in others half of the cost was recovered, and in 
others no part of the cost was recovered. Unrecovered costs amounted to $37,000 for 
services provided to seven Ministers. 


. In February 1969 six flights were made to air-lift hospital equipment and medical sup- 


plies from Ottawa and Downsview, Ont., to Halifax, N.S., at the request of the Depart- 
ment of External Affairs. These supplies, gifts from the Government of Ontario to 
Biafra, proceeded from Halifax by ship. 


The Department is required to report semi-annually to the Treasury Board every 


service provided pursuant to the Regulations where no charge is made and the cost 
exceeds $1,000. With the exception of one of the flights referred to in item 5, none of the 
sixteen cases has been reported. In our opinion, failure to recover the costs of providing 
these services has resulted in the Vote being applied to purposes not authorized by Par- 


liament. 


97. Assistance to provinces by the Canadian Forces in civil emergencies. In previous 


Reports (paragraph 108 in 1969) we have drawn attention to amounts recoverable from 
provinces representing the costs of providing assistance to the provinces chiefly by the 


Canadian Forces in civil emergencies. The accounts referred to were: 


Nértoundl and yy 2.05 A we a Oe ee aed fe ae 1961 $ 410,000 

1967 221,000 $ 631,000 
Nove Scoua ls SP Meee eee. bene han as Onan: Pee, ates 1958 17,000 

1960 60,000 77,000 
Prince priward ‘Tetand oS terre ee eee i ge SE 1960 43 ,000 
British Columbia. :-.. 6. Use et Re re eee Caen 1965 20 ,000 


Such unpaid accounts were referred to by the Public Accounts Committee in its 


Sixth Report 1964-65 where it noted that when the Department had not been successful 
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in collecting the accounts they had been referred to the Executive for direction, but such 
direction had not been received. The Committee asked the Auditor General to inform 
it of the final outcome of these matters. (See Appendix 1, item 5.) 


The Committee again referred to these unpaid accounts in its Fifth Report 1968-69 
expressing the view that they should be settled in view of the agreements to pay, or some 
agreement should be reached for a sharing of the costs. The Committee suggested that 
the item be included on the agenda of a future federal-provincial conference for clarifica- 
tion. In December 1968 the Department of National Defence forwarded particulars of 
each account to the Federal-Provincial Relations Secretariat of the Privy Council Office, 
seeking its assistance in resolving the difficulties. There was nothing further to report 
when the Committee again considered this matter in April 1970 and there were ex- 
pressions of concern that the accounts were still outstanding. 


In April 1969 the Province of Saskatchewan requested the assistance of the Depart- 
ment of National Defence in combatting flooding at Lumsden, Sask. The Department 
responded and incurred charges of $45,000 which the Province has since been asked to 
pay. The Province has declined payment, stating that negotiations were underway be- 
tween the Province and the Federal Government with respect to the sharing of the costs 
that were incurred during the flood. 


In each of these cases, the costs remain a charge to appropriations which had not 
been provided by Parliament for these purposes. The assistance was provided to the 
Provinces under emergency conditions on the written undertaking of each Province to 
reimburse the Federal Government for any costs incurred by it. 


98. Inadequate control over Accountable Advances to aircraft repair and overhaul 
contractors for purchase of spare parts. In previous Reports (paragraph 109 in 1969) we 
referred to the policy of the Department of National Defence of contracting with in- 
dustrial concerns, through the Department of Supply and Services, for the major over- 
haul, modification, etc., of equipment, and to the practice of providing assistance to the 
contractors in financing the necessary spare parts inventories by means of Accountable 
Advances. We recommended that the specification included in contracts for the purchase 
and management of Accountable Advance spares should be revised, the ownership of 
such spares should be clarified, and the responsibilities of the Department of National 
Defence, the Department of Supply and Services and the contractor should be clearly 
defined. 


In November 1969, following a joint study by the two Departments, the Department 
of National Defence promulgated a revised specification and accepted responsibility for 
maintaining surveillance over the contractors’ inventory management methods, proce- 
dures and procurement. The revised specification. is being incorporated into all new 
contracts for the acquisition of Accountable Advance spares, and into all continuing 
contracts following a joint review, contractor by contractor, of existing Accountable 
Advance inventories. 
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In May 1970 the Department of National Defence introduced a three-phase plan 
for the implementation of the revised specification: 
I Indoctrination—the preparation and dissemination of documentation on the 
project; 
II Identification—the evaluation of the Accountable Advance inventories to deter- 
mine their location, make-up, value and relevance to current contracts; and 
III Purification—the reduction of inventories to a realistic level related to current 
contracts. 


Phase I has been completed and the work associated with Phases II and III, which 
involves some 50 different inventories held by 39 contractors, is now in progress. Shortly 
after beginning the work it had to be delayed temporarily in order to formulate special 
guidelines for dealing with an unexpectedly high volume of inventory items in excess of 
contract requirements, the mark-up payable on transferring Accountable Advance items 
to Service inventories, and the resistance by contractors to the imposition of the extra 
work involved in the identification of the inventories which they held. 


Accountable Advance inventories to be reviewed have an estimated value of about 
$25 million. One-half of these inventories is expected to be surplus to the requirements 
of the individual contractors; however, some portion will be required for Service inven- 
tories. Material valued at $585,000 has already been identified as surplus to be disposed 
of through Crown Assets Disposal Corporation while other material valued at $825,000 
has been transferred to Service inventories. The Department of National Defence anti- 
cipates that the review will be completed during 1971-72. 

The revised specification promulgated in November 1969 includes the following 
clause: 


Initial provisioning and reprovisioning [using Crown funds] shall be the contractor’s 
responsibility based on forecasts of repairs as given by [Department of National Defence] 
selection notices or program information sheets, estimates and actual consumption, manu- 
facturers’ recommended spares lists, suppliers’ lead times and economic order quantities. 
Spares not procured in accordance with the conditions set out herein will be the contractor’s 
responsibility for which he may be charged. 


Although the former specification was silent on the contractor’s responsibility for surplus 
spares, we have been informed that the Department of Supply and Services in its 
administration of this specification subscribed to the same general policy. However, we 
are not aware of any instance where a contractor was held responsible for surplus spares 
in the past and it is anticipated that the Crown will bear the full loss on disposal of 
spares identified as surplus to the overall requirement during the present purification 
program. 


99. Hxcessive advance payments under contract. In our 1969 Report (paragraph 
110) we noted instances where the Department of National Defence had made advance 
payments under contracts in amounts that could not be justified by accumulated costs, 
goods received or services rendered. It appeared that this had been done to circumvent the 
parliamentary control over appropriations provided for by section 35 of the Financial 
Administration Act. 
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The advances that totalled US $11.6 million at March 31, 1969 were reduced to 
US $3.9 million during the year by billings for accumulated costs or goods delivered, but 
one advance was increased by US $1.7 million as a result of a further payment in October 
1969, bringing the total of the advances to US $5.6 million at March 31, 1970. These 
advance payments were not required by the relative contracts and did not meet the 
requirement of section 32(b) of the Financial Administration Act that, in order for a 
payment to be made before the completion of the work, delivery of the goods or render- 
ing of the service, it must be provided for in the contract. 


In dealing with the same problem the Public Accounts Committee in its Fifth 
Report 1968-69, presented to the House on June 26, 1969, expressed disapproval of the 
circumventing of the lapsing provisions of section 35 of the Financial Administration Act 
and recommended that the Treasury Board instruct departments not to contract them- 
selves into obligations to make advance payments in order to avoid the lapsing of any 
portion of an appropriation. This recommendation has not yet been implemented. (See 
Appendix 1, item 34.) 


100. Disposal of surplus unused trucks. During the period 1951 to 1955 the Depart- 
ment of National Defence purchased a fleet of over 6,000 - 24 ton trucks. Approximately 
one-half of the fleet was put into use immediately to equip existing forces and the other 
half was placed in long-term outside storage as war reserves. Changes in defence policy, 
which have reduced war reserves and led to the closure of several bases, resulted in the 
Department’s declaration early in 1970 that a number of these trucks were surplus. 


A supply depot which is to be closed in the near future had, in outside storage, 
415 unused trucks with van bodies suitable for use as mobile workshops or offices. These 
trucks, purchased in 1954 and 1955, had deteriorated particularly with respect to bodies, 
fuel and brake systems, tires and other rubber components. 


The sale of the 415 trucks was conducted by Crown Assets Disposal Corporation 
which invited bids from 674 prospective purchasers who had previously indicated an 
interest in this type of vehicle; no public advertisement of the forthcoming sale was 
considered necessary. The original cost of the trucks was $4,180,000, or about $10,000 
each. Bids were received from 42 of those invited and 122 trucks were sold to individual 
bidders in quantities of one to thirty and at unit prices ranging from $550 to $1,205, and 
the remaining 293 trucks were sold to the next highest bidder for $531 each. In total, 
$260,000 was realized on their disposal. The net cost of this war reserve of 415 trucks, 
including $81,000 for routine inspection carried out during the period of storage, was 
therefore about $4,000,000. 


Although the greater part of the war reserve became surplus to requirements with 
the adoption of the “Forces in being” concept enunciated in the 1964 White Paper on 
Defence, the Department advises that disposal action was delayed primarily because of 
the time required to complete the technical assessment necessary to decide precisely how 
many trucks were actually surplus. A number of reorganizations of Canadian Forces 
Headquarters due to the integration and subsequent unification of the Forces contributed 
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to the delay. Of the original fleet, 1,292, including the 415 unused trucks, have been 
declared surplus since November 1969 and 2,705 are in use, while 1,559, some unused, are 
still in storage. 


101. Unrealistic rental charges on surplus property, Kingston, Ont. In 1961 the 
Treasury Board informed the Department of National Defence that it was government 
policy that the Crown receive an economic rent for the use of government-owned land, 
and the Department was requested to take steps to introduce this policy at an early date. 
At that time there existed a leave and licence agreement between the Crown and the 
City of Kingston with respect to a property known as the Old Detention Barracks, con- 
sisting of a parcel of land of just under one acre which fronted on three streets in the 
downtown section of the City. This property had been declared surplus to the operational 
requirements of the Department of National Defence in 1955 and the City expressed an 
interest in acquiring the land for use as a municipal parking area. The Department then 
cancelled the surplus declaration and obtained authority to lease the land to the City. 
We have been unable to establish why the Department chose to lease the land. 


Under the agreement the City was to pay $270 a year for the use and occupancy of 
the land and to demolish the old stone buildings at its own expense. Although the agree- 
ment was subject to termination by either party on thirty-days notice, it was continued 
until June 1970 at the same nominal rent which would now be appropriate for property 
valued at less than $5,000. 


The property was appraised at $157,000 by the Veterans’ Land Act Administration 
in 1967 and as the rental being received was obviously unrealistic the Department de- 
clared the property surplus in July of that year. However, the declaration was withdrawn 
in April 1968 following representations made on behalf of the City. The property was 
again declared surplus in October 1969 and in December 1969 Crown Assets Disposal 
Corporation obtained an appraisal from an independent appraiser showing a valuation 
of $96,000. 


In June 1970 the property was purchased by the City for $100,000 under authority 
of a resolution of the City Council which stipulated, among other things, that a sum of 
$100,000 was to be paid to the City by the operators of an adjoining business “in lieu 
of a special assessment for the cost of the lot payable over a period of twenty years 
similar to assessments for other parking lots”. 


102. Payment of overcharge for rental of helicopter. In March 1969 the Department 
of Supply and Services contracted for the use of three helicopters for a three-month 
period at a cost of $125,000, for survey mapping under the direction of the Department 
of National Defence. The contract provided for payment based on minimum monthly 
charges of $12,330 for each of two aircraft and $10,680 for the third and for payment 
for the movement of the aircraft from and to their home base. The charter tariff, which 
forms part of the contract, provides that “no charges will be assessed against the 
charterer...... where flights are not completed due to mechanical failure or crew 
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casualties and carrier fails to arrange satisfactory alternative transportation”, and further 
provides for a pro rata reduction of the monthly minimum charge where the aircraft is 
unavailable or where the charter is cancelled. 


The contractor billed the Department of National Defence and was paid a total of 
$121,000, despite a number of irregularities including duplicate billings for replacement 
aircraft, billings for periods when replacement aircraft were not available and for return- 
ing to its home base an aircraft which had crashed. These irregularities were not dis- 
covered by Department of National Defence personnel because the practice had been: to 
accept the approval of such invoices by employees of the Department of Supply and 
Services as “approval to pay”’. In this case, however, the approval was intended to signify 
only that the invoice was in accordance with the terms of the contract and was not 
approval of the services provided. 


Following our audit of this contract we expressed the opinion that the contractor 
had been overpaid a total of $19,000. 


In November 1970 a solicitor of the Department of Supply and Services wrote to 
the contractor demanding payment, but in December 1970, following discussions with 
the contractor, the Department reversed its position and now considers the billings of 
$121,000 to be acceptable with the possible exception of a $2,000 charge for returning to 
its home base the aircraft which had crashed. While acknowledging duplication in the 
billings, the Department considers it appropriate that the following be taken into con- 
sideration in calculating the overcharge: 


1. The contractor could have claimed $10,700 on a monthly charter basis for the services 
of a replacement aircraft in July, rather than the $3,700 which he had charged for provid- 
ing service on an “as and when required”’’ basis. 

2. The contract provided that ‘Each aircraft must not be mechanically unserviceable more 
than an average of five days in any one calendar month’’. The Department concludes 
that the contractor could have claimed $6,200 for fifteen days mechanical unservice- 
ability even though no aircraft was available either serviceable or unserviceable. 

3. The contractor’s billing should not be reduced by $2,900 for a seven-day period when the 
first replacement aircraft was unavailable because it was prevented from reaching the 
survey area by poor weather. 

4, Notwithstanding the provision in the contract for pro rata reduction of the minimum 
monthly charge, the contractor was entitled to payment for a full three months for one 
of the aircraft which was on site for only three months less three days—a difference of 
$1,200. 


103. Inaccurate and incomplete refit specifications. During the year two instances 
were noted in which costs for docking and refitting two Department of National Defence 
vessels increased significantly over original estimates due to errors or omissions in work 
specifications. It will be appreciated that while the rates for additional work are generally 
established through competitive tendering, the amount of time and material required 
for the additional work is not determined competitively but must be negotiated item 
by item. 
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Difficulties experienced in the past few years resulted in March 1970 in a memoran- 
dum of understanding between the Departments of Supply and Services and National 
Defence in respect of their responsibilities and duties in achieving time, cost and per- 
formance objectives in the carrying out of refits, repairs and emergency dockings of 
naval vessels. By applying the principles outlined in this memorandum, the Depart- 
ments hope to avoid repetition of difficulties similar to those described hereunder: 


1. INTRODUCTION OF FORESEEABLE WORK AFTER AWARD OF CONTRACT—H.M.C.S. ST. 
LAURENT. In November 1969 the Department of Supply and Services awarded a contract 
for the docking and refit of this vessel at a firm price of $272,000 for known work, with 
agreed firm rates for anticipated additional work which the Department estimated 
might cost $166,700. The quotation from the only other bidder was higher for the known 
work but because his firm rates for additional work were lower, the net additional cost 
if the contract were awarded to him was estimated at $4,000. Because of the marginal 
difference in the tenders the Department obtained assurances from the Department of 
National Defence that there would be very few extras on this work, and on this under- 
standing awarded the contract to the lower bidder on November 14, 1969. 


One week later the Department of Supply and Services learned of additional work 
estimated to cost $118,000. It appears that at least $35,000 of this work could have been 
foreseen. The contract was completed in April 1970 at a final cost of $559,000, which 
was $11,000 more than it would have cost if the contract had been awarded to the 
unsuccessful tenderer. 


2. ADDITIONAL COSTS RESULTING FROM INACCURATE SPECIFICATIONS. In December 1969 
the Department of Supply and Services awarded a contract for the docking and repair 
of H.M.C.S. Provider. Based on specifications provided by the Department of National 
Defence, a firm price of $240,000 was established for known work and it was estimated 
that $110,000 would be required for work arisings. Work was completed February 17, 
1970 at a final cost of $540,000 which compares to original estimates as follows: 


Original 

Final cost estimate 
HEROWIE WORK Gs. Oe a Se Ores Be Se 1 ea $ 236,000 $ 240,000 
Clexny prinG any ss, T9 O, OR ILS, BO 79,000 65,000 
Eber ACLONAL WOr mice 4. gi pcs ee cd i ee 225 , 000 45,000 
$ 540,000 $ 350,000 


The “Other additional work’ included $146,000 for cleaning and painting voids and 
bilges. The Department of National Defence specification of known work listed the 
spaces to be painted but underestimated their surface area by 50% and the area to be 
cleaned to bare metal by 645%. 


104. Hydrofoiw development program. In last year’s Report (paragraph 113) we 
outlined the progress made in the development of an anti-submarine-warfare hydrofoil 
craft of some 200 tons capable of operating at high speeds in the open ocean. 

The ship, commissioned as H.M.C.S. Bras d’Or in July 1968, underwent foil-borne 


trials during the summer of 1969. While we understand it performed satisfactorily, a 
segment of the main foil developed cracks and had to be replaced. In December 1969 
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the Treasury Board approved further expenditure of $2.2 million mainly for operation 
and maintenance, including the cost of the replacement of the main foil segment which 
the Department estimated at $450,000. 


In approving the increase, which brought the anticipated cost of the program to 
$52.2 million, the Board indicated that no further increases would be authorized until it 
had considered the evaluation of sea trials and substantiation of the future role and 
effectiveness of the vessel. The Board also directed that in order to obtain more realistic 
costs for development projects, all operating and maintenance costs, as well as any con- 
tingency expenditures, be charged to all current and future development projects. 


The expenditure of $48.5 million to September 1969 does not include any amount 
for the pay of the crew and other Service personnel and the costs of Service equipment 
utilized, departmental supervision directly associated with the work and materials sup- 
plied from stores. However, the subsequent expenditure of $1.6 million during the fol- 
lowing twelve months, which brought the total expenditure to $50.1 million by 
September 1970, does include $155,000 for fuel, services and materials supplied by the 
Department of National Defence dockyard in Halifax as well as progress payments of 
$324,000 for foil replacement. 


The committee which was established to determine the extent and cause of the 
cracks that developed in the foil during foil-borne trials concluded that sea water had 
entered the foil through certain plugs that had not been effectively sealed, resulting in 
a chemical reaction which caused the cracks. The Department is still considering the 
extent to which the contractor may be held liable for costs incurred in replacing the foil. 


105. DDH 280 destroyer procurement program. In February 1965 the Treasury 
Board authorized the Department of National Defence to proceed with a program for 
the construction of four destroyers. The Department expected the contract for the first 
ship to be awarded late in 1966 and all ships to be delivered by July 1971 at a cost of 
$150 million. However, the contracts were not awarded to the two shipyards involved 
until April 1968, primarily because of a decision by the Government in July 1965 to 
initiate competitive tenders for shipbuilding contracts. This decision necessitated the 
preparation of detailed specifications by the Crown and detailed study and preparation 
of tenders by the shipyards. By the time the contracts were awarded the Department 
had revised its cost estimate to $205 million, with further increases expected. 


In 1969 an estimate of $221 million was approved and by March 31, 1970, $101 mil- 
lon of this had been expended. 


In December 1970 the Treasury Board authorized the Department to commit up to 
$252 million, an increase of $102 million over the original estimate, which includes a 
substantial increase in the cost of the main propulsion system due primarily to a decision 
to use gas rather than steam turbines. The new system is expected to permit greater 
speed with the increased capital cost being offset in part by savings resulting from a 
reduction in the engine-room crew. 
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Other increases in cost are attributed to the complexity of new armament, control 
and propulsion systems; delays in their final design which affected working drawings for 
the ships; and misunderstanding of the contractual responsibility for design of the ships 
and the production of working drawings which has resulted in claims in excess of $10 
million for delays in construction in both shipyards. The first ship is now scheduled for 
delivery in July 1972 and the last in September 1973. 


The Department has advised the Treasury Board that the estimated costs do not 
include $10.3 million for working drawings, $8 million for the development of a missile 
system intended primarily for these ships, $7.2 million for lifetime spares, $6 million for 
ammunition, and $5 million for other items including the first outfit of equipment, 
furniture and supplies. These additional costs total $36.5 million, increasing the overall 
estimated cost to $289 million. This estimate does not include the cost of at least two 
helicopters for each ship which would amount to approximately $17 million. 


106. Cost of the CF5 aircraft procurement program. In August 1965 the Treasury 
Board approved the procurement of Canadian-built CF5 tactical support aircraft. An 
estimate of $215 million as the overall cost of 115 CF5 aircraft comprised $30 million for 
reconfiguration of the original F5 aircraft, $94 million for the production of the aircraft, 
$34 million for production of the jet engines, $38 million for other costs associated with 
production including components incorporated into the aircraft, and $19 million for 
spares. The $94 million for production is the ceiling price of a target incentive contract. 
However, the aircraft producer has requested an additional $25 million to offset cost in- 
creases for which he considers the Crown is responsible. Thus if the Crown accepts 
responsibility for all or part of these cost increases, the 115 CF%5 aircraft could cost up 
to $240 million. The procurement of this aircraft was discussed in the House of Commons 
Standing Committee on External Affairs and National Defence on May 1, 1969. 


Deliveries to Canadian Forces units commenced in November 1968 and at March 31, 
1970, when 47 aircraft had been delivered and the remaining 68 were in various stages 
of production, expenditure amounted to $202 million. To December 31, 1970, 96 air- 
craft had been delivered. Of these, 35 were placed in storage and we are informed that no 
specific role has yet been assigned to them. 


The Canadian Commercial Corporation has entered into a contract with the Nether- 
lands on a ceiling price basis for the supply of 105 modified F5 aircraft which are being 
produced at the same time as the CF5 aircraft. A footnote to the Corporation’s balance 
sheet at March 31, 1970 draws attention to certain risks inherent in this contract that 
will likely result in a loss to the Corporation. (See paragraph 250 of this Report.) ' 


107. Costs related to reducing contract quantities. Karly in 1965 the Department of 
Supply and Services issued a contract at an estimated cost of $2.9 million for the supply 
of 420 pylon tanks and 500 tip tanks required as spares for Department of National 
Defence aircraft. 


In July 1966, after discussion of the damage factor and the sortie rate over a period 
of about thirty months and in view of planned reduction in the number of aircraft de- 
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ployed, the Department concluded it required only 265 pylon tanks and 226 tip tanks. 
However, following a recommendation of the Department of Supply and Services, the 
Department agreed to accept 174 tip tanks over and above the 226 required in order to 
take the best advantage of the contractor’s progress to date. 


The Department paid the contractor $1,480,000 for the tanks known to be required, 
$554,000 for the additional 174 tip tanks and $403,000 for his termination costs, the claim 
being settled in July 1969. As the Department recovered $10,000 from the contractor’s 
surplus material, the non-productive costs associated with reduction of requirements are, 
therefore, the net termination costs of $393,000 plus the cost of whatever tanks are not 
eventually used. 


108. Additional cost due to delay in manufacture of Service overcoats. In March 
1969 the Department of Supply and Services awarded a contract for the manufacture 
of 100,000 overcoats from free-issue cloth at a cost of $1,740,000. The contract called for 
delivery of 700 finished overcoats within 60 days of approval of preproduction samples 
and 1,600 every two weeks thereafter. It was anticipated by the Department of National 
Defence that 18,000 overcoats would be delivered by December 31, 1969. 


The manufacturer experienced some difficulty in the early stages of the contract and 
production fell short of the target to the extent that at the end of September 1969 only 
550 overcoats had been delivered and it appeared that the number of overcoats delivered 
by the year-end might not exceed 4,000. 


The Department of National Defence anticipated a requirement for 10,000 over- 
coats by January 1, 1970 for servicemen who by then would have received the new uni- 
form ensemble. Because of the late deliveries of overcoats, a contract was negotiated with 
another contractor in the autumn of 1969 for the manufacture of 15,000 overcoats from 
free-issue cloth at a cost of $451,000, which exceeded by $188,000 the price being paid 
under the contract initially entered into for the manufacture of overcoats. 


We understand that although the major part of the delay in production was the 
fault of the first contractor, no part of the additional cost of $188,000 can be recovered 
from him as the contract does not provide a penalty for failure to meet contractual de- 
livery terms. 


109. Unused plans and specifications, Valcartier, Que. Non-productive expenditures 
totalling $86,000 were disclosed in a review of consultants’ contracts for projects at Cana- 
dian Forces Base Valcartier which were deferred or cancelled. 


1. In February 1970, Defence Construction (1951) Limited entered into a contract in the 
amount of $175,000 for the preparation of drawings, specifications and cost estimates 
for a 60-bed hospital at Canadian Forces Base Valcartier. 

A previous contract for design of this hospital, entered into in September 1966 at 
an authorized amount. of $120,000, was terminated in March 1968 because the Depart- 
ment of National Defence was not satisfied with the preliminary design. Cost to the 
Crown was $44,000. The current contract provides a $10,000 reduction for preliminary 
design provided to the architect, leaving $34,000 of the expenditure under the previous 
contract as non-productive. 
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2. Defence Construction (1951) Limited awarded a contract in June 1966 for the prepara- 
tion of plans and specifications for a 1,000-man mess at Canadian Forces Base Valcartier. 
The consultant completed this work at a cost of $52,000. 


In May 1968 the Company informed the consultant that the Department had de- 
ferred construction of this facility indefinitely. As the contract was formally terminated 
and the project was deleted from the list of approved projects of the Department of 
National Defence in 1969, the expenditure of $52,000 is non-productive. Included in 
the $52,000 paid to the consultant is $13,000 for the French translation of the plans 
and specifications, a cost that should have been charged to the appropriation of the 
Bureau for Translations of the Department of Secretary of State. The Bureau has 
responsibility for providing translation services to all departments of the Public Service 
under section 3 of the Translation Bureau Act, R.S., c. 270. (See also paragraphs 85 and 
124 of this Report.) 


110. Non-productive expenditure due to faulty roofing specifications. In May 1968 
Defence Construction (1951) Limited awarded a contract for the reroofing of the large 
supply depot at Canadian Forces Base Edmonton (Namao), an area of 800,000 square 
feet, at a cost of $1,176,000. The specifications required the use of an insulation material 
that had never before been used by the Department of National Defence nor had it been 
used in Canada on a project of this magnitude. In recognition of this fact the contract 
provided for the completion of a 6,400 square foot area to confirm the design and ensure 
satisfactory application. 


In July 1968, shortly after beginning the work, the contractor experienced difficulty 
in both the mixing and application of the insulation and despite the assistance of his 
supplier a satisfactory application of the material could not be achieved. However, the 
work was not stopped until September 1968 by which time 49,600 square feet had been 
partially reroofed. 


The Department of National Defence revised its specifications and reverted to a 
less expensive but proven system for the remainder of the roof. The Company negotiated 
a price of $1,069,000 to complete the job to the revised specifications and allowed the 
contractor his costs of $171,000 for the work already done on the 49,600 square foot 
section of roof. Subsequently the contractor was paid an additional $21,000, bringing the 
total cost of reroofing this section to $192,000, which is $119,000 more than the pro rata 
amount of the original contract price for this area. The contract was completed in Sep- 
tember 1969 at a cost of $1,261,000; however, the contractor has refused to provide a 
warranty on the 49,600 square foot section. 


Specification of an unknown product without first having evaluated its performance 
has therefore resulted in non-productive expenditure of $119,000 and acceptance of a 
roofing job not fully covered under warranty. 


111. Unused plans and specifications, Halifax, N.S. In August 1966, Defence Con- 
struction (1951) Limited engaged a consulting firm at an estimated fee of $224,000 to 
prepare the plans and specifications for a new hospital for the Department of National 
Defence in Halifax. 
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In February 1968, after preliminary design work had been completed, the consultant 
was advised that the Department had deferred its decision to proceed to final design. 
The contract was terminated in December 1969 at a cost of $74,000 following Treasury 
Board approval of a recommendation by the Department of National Health and Wel- 
fare for construction of a multipurpose hospital in Halifax which would serve the needs 
of the Department of National Defence. 


Since the plans acquired by the Department of National Defence will not be used, 
the expenditure was non-productive. 


112. Damages resulting from a sonic boom, Kelowna, B.C. With the approval of the 
Department of National Defence, the Kelowna Regatta Association invited the U.S. 
Navy “Blue Angels” aerobatic team to participate in the Kelowna International Regatta 
in August 1969. On August 6, while practising for the air show on the following day, one 
of the aircraft belonging to the team accidentally broke the sound barrier. The associated 
shock wave caused extensive property damage and some personal injuries in the City of 
Kelowna. A total of 314 claims aggregating $114,000 have been settled by the Depart- 
ment of National Defence on an ex gratia basis and it is estimated that settlement of 
additional claims may cost up to $6,000. 


The “Agreement between the Parties to the North Atlantic Treaty regarding the 
Status of their Forces” contains provisions for settlement of claims arising out of acts or 
omissions of members of a force or civilian component done in the performance of official 
duty or any other act causing damage to third parties in the territory of a member state. 
Ever since the Agreement came into force, Canada has billed the United States for 75% 
of sonic-boom claims arising out of flights over Canada by United States aircraft. This 
long-standing practice will also be followed in connection with the Kelowna claims. The 
portion of these claims chargeable to Canada may therefore amount to $30,000. In addi- 
tion, Canada has borne the full cost of adjusters’ fees totalling in excess of $26,000 for 
the claims settled. 


113. Inadequate documentation and follow-up. In our reports to the management 
of the National Harbours Board for a number of years and in paragraph 122 of our 
1969 Report to the House of Commons, we have drawn attention to instances of the 
Board’s failure to require the completion of the necessary legal formalities before per- 
mitting its assets to be used by others. Such failures sometimes result in non-collection 
of revenue from customers or in litigation. Examples are: 


1. THE ABSENCE OF A WRITTEN AGREEMENT FOR THE EASEMENT FOR A NATURAL GAS PIPE- 
LINE OVER THE JACQUES CARTIER BRIDGE, MONTREAL, QUE. In 1959 the Quebec Natural 
Gas Corporation (now Gaz Métropolitain Inc.) was granted an easement for a 20-inch 
natural gas pipeline over the Jacques Cartier Bridge before a rental rate had been agreed 
to. The parties had been unable to reach agreement on the rent to be paid and litigation 
commenced. During the year the dispute was resolved in accordance with an agree- 
ment between the Board and the gas company and the litigation was withdrawn. 
Under this agreement the gas company’s indebtedness, then established by the 
Board at $606,000, was reduced by an amount of $211,000. However, the adjusted 
amount of $395,000 has not yet been paid. 
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. THE ABSENCE OF A LEASE WITH AN OIL COMPANY FOR THE RENTAL OF SPACE, ST. JOHN’S 


HARBOUR, NFLD. The Board permitted an oil company to occupy a pier in St. John’s 
Harbour from August 1965 to August 1967 when the premises were vacated. No lease 
was executed and a dispute arose between the parties as to the rent to be paid. The 
Board’s records show rentals receivable from the company in the amount of $47,000, 
while the company considers that a fair rental has been paid and denies any further 
liability to the Board. Although the oil company’s solicitors were advised by the De- 
partment of Justice on November 28, 1969 that “unless your clients are now prepared 
to alter their position consideration will be given to the commencement of proceedings 
to decide the matter’, proceedings have not yet been commenced against the company. 


. THE ABSENCE OF A WRITTEN JOINT VENTURE AGREEMENT FOR THE OPERATION OF GRAIN 


ELEVATORS, SAINT JOHN, N.B. A joint venture with a subsidiary of a railway company 
for the operation of the grain elevators at Saint John has existed since January 1, 1967. 
The Board’s share of profits for the three years ended December 31, 1969 as computed 
by the other partner in the venture amounted to $114,000, but of this amount only 
$58,000 has been remitted to the Board. A written agreement, described as an agency 
agreement, was finally executed on May 15, 1970. This agreement does not call for 
audited financial statements but does permit the Board to examine the other party’s 
records relating to the operation of the elevators. The Board has made no such examina- 
tion. 


. THE ABSENCE OF A CONTRACT FOR THE SALE OF NO. 3 ELEVATOR, VANCOUVER, B.C. 


The documentation for the sale of this elevator on August 1, 1965 has still not been 
completed. A dispute involving $60,000 has arisen with the purchaser. 


. THE ABSENCE OF A CONTRACT FOR THE SALE OF NO. 1 ELEVATOR, VANCOUVER, B.C. 


The documentation for the sale of this elevator on December 15, 1967 has still not been 
completed. 


. THE ABSENCE OF LEASES WITH PRIVATE OPERATORS FOR THE OPERATION OF CERTAIN 


PIER FACILITIES, VANCOUVER, B.C. The leases with the operators of Ballantyne, Cen- 
tennial and Lapointe Piers, Vancouver Harbour, have not been executed. Rent at a 
minimum rate is being collected from one operator but other operators are withholding 
amounts totalling $118,000 until the leases are signed. 


. LAXITY IN FINALIZATION OF LEASES AND REVISION OF RENTAL RATES. Ten tenants have 


occupied Board property at Montreal Harbour for periods of up to fifteen years without 
leases. In addition the rates under four leases for Montreal Harbour property, which 
include provision for the revision of rental rates at the end of each five-year period, 
have not been revised since January 1960, May 1960, January 1964 and January 1964 
respectively. 


Three tenants have occupied property at Quebec Harbour for periods of up to 
thirteen years without leases. 


At Vancouver Harbour the rentals under six leases, which permitted continued 
occupancy on a month-to-month or year-to-year basis after the original expiry date 
of the lease, have not been increased for many years even though adjacent Board 
properties are commanding higher rates. 


114. Dispute with the City of Quebec over water charges. Prior to May 1, 1948 the 


National Harbours Board had been paying approximately $10,000 per annum to the 
City of Quebec for water pursuant to various informal agreements. Early in 1948, how- 
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ever, the City passed a by-law which imposed a “water charge’ calculated not in relation 
to the volume or value of water supplied but simply as 1% of the value (as computed by 
the City) of the relative Crown property concerned. The result was an annual “water 
charge” of $117,000 which later increased to $128,000 due to increases in assessments. 
The Board rejected the validity of this by-law and offered to negotiate with a view to 
arriving at a reasonable settlement. An amount of $437,000 has been provided for water 
service in the accounts of the Board to December 31, 1969 but no part of this has been 
paid. Although the City has filed Statements of Claim with the Exchequer Court of 
Canada in 1953, 1958 and 1963, the case has been left in abeyance. 


The Departments of National Defence, Public Works and Transport were also in 
dispute with the City of Quebec over water charges but each of these Departments, with 
separate approval of the Treasury Board, settled its differences with the City in 1965, 
agreeing to pay 25 cents per 1,000 gallons for water service and 35 cents per 1,000 gallons 
of water consumption, for sewerage service. 


115. Dispute between the National Harbours Board and the Department of Public 
Works. The Department of Public Works has, since September 1958, leased property 
known as the Champlain Harbour Station, Quebec City, from the National Harbours 
Board. Under its lease the Department paid the Board for water consumed from that 
date to August 1964. These payments were being made by the Quebec District Office of 
the Department and that Office, becoming aware of the dispute existing between several 
departments of the Federal Government and the City of Quebec concerning charges for 
water, discontinued making the payments to the National Harbours Board. 


The head office of the Department of Public Works negotiated a settlement with 
respect to water charges by the City of Quebec for the period May 1953 to April 1964. 
Included in the settlement was the Champlain Harbour Station property which was 
being administered by the Department of Public Works although it was actually owned 
by the National Harbours Board. This settlement meant that for the years 1958 to 1964 
the Department had paid both the City of Quebec and the Board for water provided to 
this Station. Accordingly, it requested the Board to refund to the Department an amount 
of $25,000. The Board has not recognized this claim. 


The National Harbours Board, on the other hand, shows on its books an account 
receivable from the Department of Public Works in the amount of $52,000, which it 
contends the Department owes it for water supplied between September 1964, the date 
on which the Quebec District Office of the Department ceased to pay water charges to 
the National Harbours Board, and June 1967, at which date the Board ceased billing the 
Department. 


As far as we are able to determine, the amount claimed by the City from the 
National Harbours Board, which is referred to in paragraph 114 of this Report, does 
not include any amount with respect to the Champlain Harbour Station. However, 
in any event, the Board is in a position to ensure that, in the eventual settlement, no 
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amount is paid with respect to the Champlain Harbour Station and it would seem that 
it should cancel its charge of $52,000 against the Department of Public Works and re- 
fund to that Department the $25,000 collected for water service to the Champlain Har- 
bour Station for the period 1958 to 1964. 


116. Dispute over electricity charges with the tenant of a grain elevator at Quebec 
City. The tenant who took over the operation of the National Harbours Board’s grain 
elevator at Quebec City on May 1, 1967 refused to pay for electrical power consumed 
between that date and May 31, 1968 at the rates established by by-law of the Board. He 
contended that the rate was excessive and in fact it was reduced with effect from June 1, 
1968. The tenant has paid for all power consumed at this reduced rate and, as a conse- 
quence, the Board shows an account receivable from the tenant in an amount of $32,000. 
Little progress appears to have been made towards collecting this amount. 


117. Inadequacy of crane charges—Vancouver Harbour. The operation by the Na- 
tional Harbours Board of the cargo cranes on Ballantyne and Centennial Piers, the heavy 
lift crane on Lapointe Pier and the 300-ton fixed crane on Centennial Pier resulted in a 
substantial loss in the year ended December 31, 1969. Revenue for the year amounted to 
$51,000 whereas the operating expenditure amounted to $127,000, exclusive of deprecia- 
tion charges, resulting in a loss of $76,000. 


Although the operators’ wages, currently $6.50 per hour, are a significant factor in 
the cost of crane operations and have increased materially over the years, the three 
tariffs establishing crane charges have remained unchanged since 1966, 1961 and 1949 
respectively. 


We have recommended that a review be made of all charges for crane operations. 


118. Ex gratia payment without Executive approval. The National Harbours 
Board and the Board of Grain Commissioners received complaints from a United 
Kingdom company that there were shortages in deliveries of wheat from National 
Harbours Board elevators at Montreal, Quebec, Halifax and Churchill. The initial com- 
plaint was made in 1964 with respect to a cargo loaded in June 1964 and this was followed 
by complaints with respect to 29 other cargoes loaded between July 28, 1964 and 
November 21, 1968. 


Investigation of these complaints was carried out by the National Harbours Board 
in both Canada and the United Kingdom. It was found that the scales used in Canada 
by the Board met the requirements of the Board of Grain Commissioners but the scales 
used for weighing the grain in the United Kingdom did not. 


On the recommendation of the Board of Grain Commissioners, the National Har- 
bours Board tendered a “goodwill” payment of $12,000, one-third of the amount claimed, 
which was accepted by the claimant. We have advised the National Harbours Board 
that in our view this was an ex gratia payment and Executive approval should have been 
obtained. 
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119. Provincial payments to federal hospitals under the Hospital Insurance and 
Diagnostic Services Act. Regulations approved by the Governor in Council under the 
provisions of the Hospital Insurance and Diagnostic Services Act, 1957, c.28, stipulate 
that: 

The amounts payable by a province in respect of the cost of insured services provided by 

federal hospitals shall be determined on the basis of the amount that would have been paid 


by the province for such services to hospitals other than federal hospitals in that province 
that are comparable as regards size, facilities, standards of service and location. 


The agreements that have been entered into with each of the provinces and the territories 
set out the manner in which they will comply with the Regulations in the matter of 
reimbursing federal hospitals for the cost of providing insured services. Generally, federal 
hospitals are required to submit to the provincial hospital insurance authority the same 
returns and information, including budgets and audited financial statements, that are 
required from non-federal hospitals and they are also to be paid on the basis of approved 
audited costs. If a federal hospital is unable to provide the required returns, it is to 
receive payment, usually expressed as a patient-day rate, calculated on the basis of 
amounts paid to non-federal hospitals providing similar services. One province and the 
two territories pay at patient-day rates that have been negotiated between the hospital 
insurance authority and the appropriate federal authority. 


Reference has been made in our Reports for the past six years (paragraph 125 in 
1969) to our inability to determine whether the terms of the agreements with the various 
provinces under the Act, relating to payment to federal hospitals, were being observed in 
all cases. This stemmed in part from the inadequacy of accounting and medical records in 
some hospitals. We also stated that although most Department of National Health and 
Welfare hospitals had introduced accounting records based on the Canadian Hospital 
Accounting Manual, many were experiencing difficulty in maintaining the records. 


Our examinations during the year disclosed that, although there has been some 
improvement, the situation remains basically the same. Postings of accounting records 
were still considerably in arrears at some hospitals, with consequent delays in the sub- 
mission of returns and billings to the provinces. The delays continue to be mainly attrib- 
utable to the difficulty of recruiting and retaining adequate staff for the hospitals, about 
half of which are in remote locations. 


The following are examples of deficiencies in hospital accounting records that were 
noted in our examinations: 


1. Although the general ledger at the North Battleford Indian Hospital was set up in 
accordance with the Canadian Hospital Accounting Manual, by October 1969 it had 
been posted only to December 31, 1967. The hospital’s financial return for the year 1967 
was not submitted to the Saskatchewan Hospital Services Plan until May 1969. The 
1968 financial return was completed in June 1970. 


2. In order to produce financial statements for the Moose Factory General Hospital for 
1966 and 1967 and the Sioux Lookout Indian Hospital for 1967, the services of a firm of 
accountants were retained in March 1969. However, neither of these hospitals had sub- 
mitted financial returns for 1968, indicating that their accounting records were still 
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considerably in arrears. The per diem rates of these hospitals have been on an interim 
basis since 1964. Negotiations are currently in progress with the Province of Ontario to 
obtain suitable retroactive per diem rate adjustments. 


3. The per diem rates for the Lady Willingdon Indian Hospital which was closed in 1968 
had been on an interim basis since 1963. Negotiations are being carried on with the 
Province of Ontario to obtain suitable retroactive per diem rate adjustments. 


4. Five other departmental hospitals located at Frobisher Bay, Inuvik, Fisher River, 
Norway House and Miller Bay have never been able to submit financial returns due to 
either deficiencies in the accounting systems or a lack of qualified personnel to prepare 
them. The Miller Bay Hospital is scheduled to close in 1971. 


Unless the records of these hospitals are established and maintained in accordance 
with the Canadian Hospital Accounting Manual and kept up to date so that the hospital 
returns are prepared and submitted promptly to the provincial hospital service plans, it 
is not possible for us to determine whether per diem rates being received by the hospitals 
are equitable and in accord with the terms of the agreements with the provinces. 


120. Contingencies Vote used to supplement funds provided by statute. Provision 
is made in the Fitness and Amateur Sport Act, 1960-61, c.69, for payments, not exceed- 
ing $5,000,000 in any one year, to encourage, promote and develop fitness and amateur 
sport in Canada, including grants to any agency, organization or institution carrying on 
activities in the field. 


Under the provisions of the Act, grants totalling $2,250,000 were made to the Pan- 
American Games (1967) Society during the years 1965 to 1968, as a contribution towards 
the estimated cost of $4,960,000 of staging the Games in Winnipeg during Centennial 
Year. Costs in excess of this amount were to be borne equally by the Province of Mani- 
toba and the City of Winnipeg. As the result of both a shortfall in revenue and costs in 
excess of forecasts, the net expense of the Games rose to $6,047,000, an increase of 
$1,087,000 over the amount estimated. 


Early in 1968 the City sought financial assistance from the Federal Government to 
cover its share of the excess cost, $543,000, plus bank interest of $46,000 which it had 
incurred. On April 26, 1970 the Treasury Board approved payment of $589,000 as a 
charge to 1969-70 Treasury Board Vote 5 — Contingencies. However, the cheque was not 
released until May 29, 1970. 


This charge to the Contingencies Vote is irregular because the Fitness and Amateur 
Sport Act provides for payments “not exceeding $5,000,000 in any one fiscal year” and 
payments already made in 1969-70 totalled $4,984,000. Therefore, the authority of Par- 
liament was required to make the additional payment. 


121. Canada Assistance Plan. The Public Accounts Committee in its Fourteenth 
Report 1966-67 asked the Auditor General to follow up and report to the House on the 
progress made in implementing the Canada Assistance Plan, 1966-67, c.45, and on the 
adequacy of this new comprehensive approach to social assistance in overcoming admin- 
istrative weaknesses previously criticized. 
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We have reported in previous years (paragraph 127 in 1969) on the phasing out of 
contributions to the provinces under agreements pursuant to the Unemployment Assist- 
ance, Old Age Assistance, Blind Persons and Disabled Persons Acts consequent on the 
enactment of the Canada Assistance Plan. This changeover has continued and during 
1969-70 all provinces were making claims under the Plan, although two provinces con- 
tinued to claim concurrently under the Unemployment Assistance Act, 1956, c.26, and 
all provinces under one or more of the three categorical programs. It is expected that 
ultimately all contributions to the provinces towards the cost of social assistance will 
be made under the provisions of the Canada Assistance Plan. 


The following summary of payments under each program shows the substantial in- 
crease over the past four years in claims under the Canada Assistance Plan and the cor- 
responding decreases under the unemployment assistance and categorical programs. 
However, it should be noted that a substantial part of the decrease in the amounts 
claimed under the Old Age Assistance Act, R.S., c.199, which provides benefits for per- 
sons in need who are 65 years or over, reflects the year-by-year reduction from 70 to 65 
in the eligible age for pensions under the Old Age Security Act, R.S., c.200. From January 
1, 1970 persons 65 years of age are eligible for Old Age Security pensions and therefore 
the Old Age Assistance program is no longer operative: 


Year ended March 31 


1970 1969 1968 1967 


Canada Assistance Plan........... $ 293,529,000 $ 256,806,000 $ 225,611,000 $ 10,496,000 
Disabled persons allowances....... 4,401,000 6,388 , 000 7,063 ,000 15,025,000 
Blind persons allowances.......... 1,852,000 2,057 , 000 2,314,000 3,377,000 
Unemployment assistance......... 731,000 1,049,000 6,122,000 143 , 272,000 
Old age assistance................ 708 , 000 3,370,000 8,896, 000 19,696, 000 


7,692,000 12,864,000 24,395 ,000 181,370,000 


$ 301,221,000 $ 269,670,000 $ 250,006,000 $ 191,866,000 


Last year we stated that our examination was somewhat limited as certain provinces 
were having difficulty adjusting their social assistance administration to the require- 
ments of the Canada Assistance Plan and, therefore, claims were considerably in arrears. 
At March 31, 1970 this situation had been largely overcome and all provinces had sub- 
mitted statements of final costs for 1966-67 and 1967-68 and all but four provinces for 
1968-69. Our examinations have not disclosed any serious weaknesses in the administra- 
tion of the Plan. 


122. Frauds in the Old Age Security Program. In last year’s Report (paragraph 128) 
reference was made to frauds involving approximately $800,000 in the Old Age Security 
Program that an investigation had disclosed following a routine check by the Depart- 
ment of National Health and Welfare of undelivered cheques at one regional office. 
Recoveries of about $200,000 had been made and the investigation was continuing. 
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Further investigation disclosed additional irregular payments, bringing the total to 
$961,000, of which $375,000 has been recovered. The investigation has not yet been com- 
pleted. 


123. Guaranteed income supplement. An amendment (1966-67, c.65) to the Old Age 
Security Act, R.S., c.200, provides for payments to pensioners under the Act of a supple- 
ment of up to 40% of the amount of their monthly pension if the pensioner’s income in 
the previous year is below a stipulated amount. To qualify for payment the pensioner 
must make an annual application showing his income for the preceding year. 


In order to assess the effectiveness of the administration of the program and to detect 
erroneous or fraudulent claims, the Department of National Health and Welfare submits 
about 5% of each year’s claims to the Taxation Division of the Department of National 
Revenue for comparison of the income shown by the applicant on his claim with that 
shown on his income tax return for the same year. The tests made in 1968 and 1969, re- 
lating to income in 1967 and 1968, disclosed overpayments of about $175,000 each year. 
As each of these tests covered only about 5% of the claims submitted, they indicate 
yearly overpayments in excess of $3 million on a program having an annual expenditure 
of approximately $250 million. Prior to the comparison of 1969 income with income tax 
returns, we suggested to the Department of National Health and Welfare that a 5% test, 
which would only cover the total case load in a period of 20 years, was small in relation 
to both the amount of the errors disclosed and the age of the recipients, all of whom 
are over 65 years of age. The Department decided, however, to continue the 5% test in 
respect of 1969 income and, if results warrant, to consider a more extensive check in 
future years. The test of 1969 income, which was completed in the latter part of 1970, 
disclosed overpayments of about $265,000 indicating a total overpayment in excess of 
$5 million. 


124. Translation costs improperly charged to a departmental vote. Section 3 of the 
Translation Bureau Act, R.S., c.270, established the Bureau for Translations and made it 
responsible for providing translation services to all departments of the Public Service. 
These services include making and revising all translations from one language into an- 
other of all departmental and other reports, documents and correspondence. The Act 
also provides that it is the duty of departments to collaborate with the Bureau in putting 
into effect the provisions of the Act. 


In order to facilitate the provision of translation services, the Bureau usually arranges 
to station one or more translators within the department being serviced. In the event that 
the translation work load is such that the services of translators outside the Public Service 
are required, the contract for outside services is entered into by the Bureau for Trans- 
lations and the cost is charged to the appropriation provided for the Bureau. 


During the year officials of the Department of National Health and Welfare found 
it necessary to seek additional translation services in order to expedite the translation 
of the 1968-69 Annual Report of the Department and a manual on communicable 
diseases in man. The additional services were carried out under contract by regular 
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employees of the Bureau attached to the Department working in their off-duty hours, 
without reference to the Bureau for Translations. The cost thereof, amounting to $5,073 
in 1969-70, was charged to the administration vote of the Department. 


After we drew these payments to the Department’s attention, instructions were 
issued that in future all translation services must be provided by the Bureau for Trans- 
lations. This has partially solved the problem, but because of the lack of clarity and 
completeness of the definitions in the Translation Bureau Regulations, there remain 
differences of opinion as to what translation services comprise. The Department has 
stated that in its opinion the services under the contract referred to do not come under 
the terms of the Translation Bureau Act and its Regulations because “The contracts 
refer to the adaptation of existing material in the French language and not to the direct 
conversion of subject matter from one official language to the other”. The Department 
has undertaken to obtain clarification of the definitions in the Translation Bureau Regu- 
lations. (See also paragraphs 85 and 109 of this Report.) 


125. Departmental practices which lack statutory sanction. In paragraphs 130 and 
132 of our 1969 Report we drew attention to twelve practices of the Customs and Excise 
Division of the Department of National Revenue which lacked legislative sanction. Dur- 
ing the year, eight of the practices continued to lack legislative sanction: 
(a) determination of “‘sale price” for sales tax purposes—see section 30 of the Excise 
Tax Act, R.S., c.100; (see also Appendix 1, item 13); 
(b) delay in collecting tax—see section 30 of the Excise Tax Act; (see also Appendix 1, 
item 38), 
(c) operating bonded warehouses without the joint control of the licensee and excise 
officers—see section 51 of the Excise Act, R.S., c.99; 
(d) granting permission to distillers to replace bottled spirits broken in an in-bond case 
warehouse with duty-free spirits—see section 54(1) of the Excise Act; 
(e) granting permission to distillers to remove from their premises packages containing 
less than five gallons of spirits—see sections 157 and 162 of the Excise Act; 
(f) refunding duty paid on beer exported from the country although the advance notice 
of export is less than the required 48 hours—see section 175 of the Excise Act; 
(g) granting abatements for shrinkage of spirits by evaporation beyond 15 years— 
see section 1387 (1)(d)(ii) of the Excise Act; and 
(h) calculating duties of excise on spirits distilled or brought into a distillery by a method 
which does not yield ‘‘the greatest amount of revenue’’ as required by section 137(1) 
of the Excise Act. 


In its Fifth Report 1966-67 the Public Accounts Committee expressed the opinion 
that 

a government department should not initiate or take any action that is not authorized by 

Parliament even though it contemplates that Parliament may eventually take action to 

provide that authority. It [the Committee] considers that the actions of government depart- 

ments must be limited at all times to the legislative authority existing at the time the action 

is taken. 


Amendments to the Excise Act, 1969-70, c.62, which were assented to on June 26, 
1970 gave statutory sanction to items (c) to (h) inclusive. 
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In writing to the Chairman of the Public Accounts Committee on November 25, 
1970 concerning action taken on matters referred to in the Committee’s Fourth Report 
1969-70, the Minister of National Revenue referred to item (a) as representing a most 
difficult legal and practical problem on which the Department has been working with 
the Department of Finance for some time. With regard to item (b), the Minister stated 
that the opinion expressed by the Committee that an amendment to the Excise Tax Act 
should be sought has been noted by the Department and an appropriate statutory amend- 
ment forms part of the Department’s legislative program. 


126. Concessions made to motor vehicle manufacturers. This subject was first 
brought to the attention of the House in our 1966 Report because of the responsibility of 
the Auditor General to examine and ascertain not only that all public moneys are being 
fully accounted for but that the rules and procedures applied are sufficient to ensure an 
effective check on the assessment, collection and proper allocation of the revenue. 


As long as there are conditions to be met before a motor vehicle manufacturer quali- 
fies for duty-free importation under the various programs involving concessions to such 
manufacturers, it is essential that adequate procedures and accounts be set up and that 
information flow into the Department of National Revenue promptly since it is the re- 
sponsibility of that Department to take and maintain the initiative in assessing and 
collecting taxes due to the Crown. In previous Reports (paragraph 134 in 1969) we showed 
that the procedures followed by the Customs and Excise Division of the Department of 
National Revenue in administering these concessions to motor vehicle manufacturers 
were not adequate to protect the revenue, and that it was essential that the Department 
take steps to strengthen its administration of the programs to ensure that the importers 
concerned did not benefit from concessions beyond those approved by the Governor in 
Council and that revenues due to the Crown were promptly collected. The deficiencies 
found in this respect during the course of our examination were described in our Reports 
to the House. 

Our findings on this subject in our 1968 Report were examined by the Public Ac- 
counts Committee at meetings held on June 10, 12, and 17, 1969, at which time officials 
of the Department of National Revenue, the Department of Industry, Trade and Com- 
merce and the Department of Finance were questioned. No report on these meetings has 
yet been made to the House by the Committee. 


There has been little change during the year under review. 


Reference was made last year to the Motor Vehicles General Remission Order, which 
was introduced by Order in Council P.C. 1969-172 of January 28, 1969 and later amended 
by Order in Council P.C. 1970-382 of March 3, 1970. This Order, which covers importa- 
tions to July 31, 1969 only, had retroactive effect to January 18, 1965 and generally 
covers the same areas as the Motor Vehicles Tariff Order 1965 but provides different cri- 
teria to be met in earning entitlement to free importations of vehicles and parts. To 
qualify for remission under this Order, a manufacturer must 


(a) have produced vehicles in Canada in the base year with a sales value at least equal 
to the sales value of vehicles sold in Canada in that year, and 
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(b) obtain in future similar yearly periods— 


(i) a percentage of Canadian value added in production of vehicles, and parts and 
accessories for export, to the production costs of vehicles only, equal to or 
greater than the percentage of Canadian value added in the production of 
vehicles to the production costs of vehicles in the base year, and 


(ii) a dollar sales ratio of Canadian-produced vehicles sold, to total sales of vehicles 
for consumption in Canada, of at least 95%. 


As the Motor Vehicles General Remission Order had retroactive effect to January 
18, 1965, those major motor vehicle manufacturers who had been unable to meet the 
conditions of the Motor Vehicles Tariff Order 1965 up to July 31, 1968 were able to claim 
entitlement to free importation of vehicles and parts under the new Order as they met 
its conditions. Thus all duties and sales tax on duties which had previously been estab- 
lished as owing by motor vehicle manufacturers because of failure to meet the require- 
ments of the Motor Vehicles Tariff Order 1965 were remitted by this Order. 


All major motor vehicle manufacturers also met the conditions of one or the other 
of the programs for the year ended July 31, 1969 and consequently there were no duties 
and sales tax on duties owing by these manufacturers at March 31, 1970. However, as 
the Motor Vehicles General Remission Order covers importations to July 31, 1969 only, 
manufacturers may fail to qualify for concessions in future years. 


127. Remissions granted by the Governor in Council under section 22 of the Finan- 
cial Administration Act. Section 22(1) of the Financial Administration Act provides that: 
The Governor in Council, on the recommendation of the Treasury Board, whenever he 
considers it in the public interest, may remit any tax, fee or penalty, 
and subsection (8) requires that: 


A statement of each remission of one thousand dollars or more granted under this section 
shall be reported to the House of Commons in the Public Accounts. 


In accordance with this requirement, listings of remissions of one thousand dollars 
or more are included in Volume I of the Public Accounts. However, in some instances 
there has been a departure from past practice in that names have not been shown. As in 
previous years, the majority of these remissions pertain to customs and excise duties and 
excise taxes administered by the Customs and Excise Division of the Department of 
National Revenue. The totals of the remissions with respect to this Division for which 
amounts appear in the Public Accounts, in each of the past five years, are as follows: 


LIE Re oe ees fee ee CAI RR Maan. See een eee ea ate $ 34,826,000 
LDOGFO TROLS, S200. SU EAL. Ee. eS, 30,134,000 
DOO en ee tee Pee oe Ee ae ees a ee re 29 , 506 , 000 
DGS AGREED Balt ch td © ate» shone atl Wile diay oy eal ds visu 197 ,308 , 000 
JC Une gale ace tecsteeaipitiers™ ie Mir avatinee eae... Anam aNer adamant antrtiy ke 179 ,826 ,000 


In addition to the remissions for which amounts are shown, a number are granted 
where the amounts involved are not accumulated or cannot be readily determined. In 
such cases, a narrative description of the remission is included in the Public Accounts. 
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The remissions in 1969-70 include $72.9 million, compared with $108.5 million in 
1968-69, granted to motor vehicle manufacturers who had failed to meet the conditions 
of the Motor Vehicles Tariff Order 1965. (See also paragraph 126 of this Report.) 


Remissions relating to a machinery program amounted to $55.1 million compared 
with $32.2 million in 1968-69. This program was introduced by the Department of In- 
dustry, Trade and Commerce in December 1967 to enable Canadian industries to acquire 
capital equipment at the lowest possible cost. 


Remissions on goods or equipment imported into Canada on a temporary basis 
amounted to $21.7 million in 1969-70 compared with $17.1 million in 1968-69. 


Remissions totalling $12.6 million were granted during the year to Canadian airlines 
making use of their aircraft in international as well as domestic service. The percentage 
of duties and taxes remitted is the percentage that international usage of facilities bears 
to their total usage. 


In connection with remissions of a continuing nature on which we have commented in 
previous Reports (paragraph 135 in 1969) the Public Accounts Committee in its Fourth 
Report 1969-70 recommended 

that remissions of a continuing nature should be revoked once they have served their pur- 

pose and not be left available for the benefit of future individual cases which might happen 

to qualify under them. 
and 


that all unrevoked remissions of a continuing nature be reported in the Public Accounts 
annually. 


This recommendation has been implemented by the Customs and Excise Division of the 
Department of National Revenue by revocation of continuing remissions which are no 
longer required and by reference to unrevoked remissions of a continuing nature in the 
listings of remissions which are included in section 9 of Volume I of the 1969-70 Public 
Accounts. However, in some cases of continuing remissions, little more than the Order 
in Council number is given whereas it has been customary to indicate the imports and 
importers affected by the remissions. 


128. Income tax owing by non-residents. In previous Reports (paragraph 140 in 
1969) reference has been made to the deletion from the accounts, with the approval of 
Parliament, of income tax owing by taxpayers from whom collection could not be effected 
because they were no longer resident in Canada. 


During the year such deletions amounted to $746,000 owing by 630 taxpayers, in- 
cluding $410,000 owing by 14 taxpayers. This compares with deletions in the previous 
year of $366,500 owing by 35 taxpayers. 


The continuing problem of collecting income tax from non-residents is aggravated 
by the fact that a person emigrating from Canada is not required to obtain a tax clearance 
before departure, by the lack of any agreement with other countries for the collection 
of tax on a reciprocal basis, and by the apparent inability of any government to make use 
of the courts of another country for tax collection purposes. 
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The problem is not limited to persons who are non-residents of Canada but also ex- 
tends to some residents of Canada living near the United States border who are employed 
in the United States. Such persons are taxable in Canada on their income, whether earned 
in the United States or Canada, but collection becomes impossible if the taxpayer arranges 
to keep in the United States any assets which might be seized. 


The Public Accounts Committee in its Fourth Report 1969-70 stated that: 


Your Committee recommends that this is an area where the government should take im- 
mediate steps, perhaps by a series of agreements with other countries as well as developing 
its own internal procedures, to minimize the evasion of payment of income tax by 
persons leaving Canada or removing assets from Canada. 


129. Income tax concessions to members of the Canadian Forces. In previous Re- 
ports (paragraph 141 in 1969) attention has been drawn to two income tax concessions 
to members of the Canadian Forces. The first is that a serviceman, unlike a civilian tax- 
payer, receives the benefit of the married exemption even though his wife’s income exceeds 
$1,250, and where his wife has an income between $250 and $1,250 in a taxation year he 
is not required to reduce his married exemption by the amount by which his wife’s in- 
come exceeds $250. 


The situation remains the same. If the wives of only 1,000 of the 67,000 married 
servicemen on strength at March 31, 1970 have an income of $1,250 or more, then the 
annual loss to the Crown is equivalent to the income tax on $1 million of taxable income. 


The second concession referred to is a provision in the Regulations made pursuant to 
section 66(1) of the Income Tax Act, R#.S., c.148, that no amount of tax is to be paid by 
a member of the Canadian Forces on amounts of pay and allowances payable in a taxation 
month in consequence of an upward adjustment in the month of his pay and allowance 
entitlements for a month. A general pay increase granted to officers of the Canadian 
Forces effective October 1, 1969 was commenced in October, resulting in a loss to the 
Crown of tax on $848,700 of taxable income for the month of October. A test examination 
of increases in monthly pay due to promotion, etc., aggregating $1,537,000, revealed 
that 61% of them were commenced in the month in which they were effective, resulting 
in a loss to the Crown of tax on an estimated $500,000. 


Another income tax concession to members of the Canadian Forces permits a mem- 
ber, who reports income from sources other than employment as a member, to calculate 
tax on this income commencing at the lowest percentage rate in effect for the taxation 
year. The result is that this income is being taxed at a lower rate than would be the case 
for civilian taxpayers. — 


This matter is referred to in paragraph 2.27 of the Proposals for Tax Reform tabled 
by the Minister of Finance on November 7, 1969: 


A special section of the Income Tax Act permits members of the armed services to be taxed 
under regulations on a monthly basis. For simplicity of administration various short cuts 
and adjustments are made in determining their income and taxes. This leads to some special 
benefits for some members of the forces. Under present circumstances members of the forces 
can be taxed on the same basis as other Canadians and it is our intention to do so. 
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130. Insufficient penalty for late payment of income tax. In previous Reports (par- 
agraph 142 in 1969) we have drawn attention to the substantial amounts of income tax 
remaining unpaid at March 31 of each year. We have suggested that the imposition of 
penalties for late payment, over and above the 6% interest which is payable on taxes 
paid after the due date, could be of material assistance to the Taxation Division of the 
Department of National Revenue in collecting its outstanding accounts. 


The situation remains the same and unpaid income tax at March 31, 1970 amounted 
to $333 million compared with $277 million at March 31, 1969. 


131. Expenditure made without proper authority. In previous years we have re- 
ported to the management of Northern Canada Power Commission instances where the 
Commission incurred expenditures on projects in excess of the amounts authorized and 
instances where expenditures were incurred prior to obtaining authority from the Gov- 
ernor in Council or the Treasury Board as required by the Northern Canada Power 
Commission Act, R.S., c.196, or the Government Contracts Regulations. The following 
are examples noted during the year: 

1. LACK OF AUTHORITY FROM THE GOVERNOR IN COUNCIL. Section 6(3) of the Northern 

Canada Power Commission Act provides that the Commission shall not enter into any | 
contract for a project, other than for maintenance or repairs, involving expenditure 

exceeding $50,000 unless the undertaking of the project has been approved by the | 

Governor in Council. Expenditure was incurred on the following projects during the 


year although approval of the projects by the Governor in Council was not obtained | 
until August 1970: 


Expenditure 
Estimated during 
project cost 1969-70 
Frobisher Bay— 
additional generating equipment............0ecececees $ 750,000 $ 17,000 


Norman Wells— 
additional generating and auxiliary equipment including 
distribution system extensions. ............ece ee eeeee 120,000 61,000 


Bill C-193, ‘‘An Act to amend the Northern Canada Power Commission Act’’, which is 
presently before the House of Commons, will, if passed, repeal section 6(3) of the Act. | 


2. EXPENDITURE PRIOR TO OBTAINING AUTHORITY FROM THE GOVERNOR IN COUNCIL. Prior | 
to obtaining the approval of the Governor in Council the Commission incurred expendi- | 
ture of $551,000 on the construction of additional generating capacity, fuel storage and 
utilidor structures at Frobisher Bay. Furthermore, by March 31, 1970 the Commission 
had incurred expenditure on this project of $1,449,000 which was $49,000 more than 
authorized. We were informed that the Commission is to apply to the Governor in | 
Council for an increase in the amount authorized for the project. 


3. EXPENDITURE INCURRED IN EXCESS OF AMOUNTS APPROVED BY THE TREASURY BOARD. 
The Government Contracts Regulations provide that where a construction contract 
was entered into with the approval of the Treasury Board, the amount may be increased 
without further approval by not more than ten per cent or by fifteen thousand dollars, 
whichever results in the lesser amount. During the course of our audit we found that the 
Commission had exceeded these limits on five contracts during 1969-70. These contracts 
had been approved in the amount of $2,553,000 but expenditure totalled $2,939,000. 
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132. Inadequate accounting and financial controls. Our examination of the Northern 
Canada Power Commission’s accounts disclosed a number of unsatisfactory accounting 
and financial controls: 


1. INVENTORIES. At the time of our audit, subsequent to the year-end, accounting entries 
had not been made with respect to materials issued from the stores during a four-month 
period at the Frobisher Bay plant and during a one-month period at the Moose Factory 
plant. As a result of our findings, adjusting entries of $154,000 were required. 
Furthermore, accounting entries had not been made with respect to differences between 
the value of inventories actually counted and the value appearing in the books at 
three plants. Adjusting entries of $28,000 were necessary to correct this situation. 


2. PAYROLLS. Delays of up to three months in recording charges for salaries and wages 
were noted. We were informed by accounting officials that the delays were due mainly 
to the turnover and shortage of staff. 


3. ACCOUNTS PAYABLE. In numerous instances payment vouchers for the discharge of 
suppliers’ accounts were prepared, coded and approved for payment by the same officer. 
We recommended that the Commission implement a system of internal control so that 
no one individual would have complete control over the processing of any voucher. 


4. CAPITAL ASSETS. The Commission’s accounting procedures require an annual physical 
inventory of the capital assets at each plant, which is subsequently to be agreed with 
the records at head office. With the exception of the Inuvik plant, the inventories sub- 
mitted by the plants had not been completely checked to the head office records. We 
were informed that it is difficult, and in some cases impossible, to identify the individual 
items on the plant reports with the items described in the head office records. Seven 
plants had failed to make reports on their physical inventories. 


133. Inadequate collection action with respect to accounts receivable. In the past 
two years we have reported to the management of Northern Canada Power Commission 
that their lack of action in collecting customers’ accounts has resulted in a significant 
number of them becoming overdue. At March 31, 1970 overdue accounts amounted to 
$613,000 or 17% of the total accounts receivable. These included: 


Department of Indian Affairs and Northern PSVOlGOIICING Bae siete a kt tee oro Sake ame $ 306,500 
PADAIAUNaUONa! TeleCOMMUNICAHONS OMe oe v6.62 thei apes dc ek EPO UAE Te be CBR ee 130,100 
Government OL Loe NOrsiwest LOrrivoried. 6.6)) dnc cv cg ga curs £ic.e Wa as Pain ead sae keg es 59,000 
ROE GENS Ba NTS a a ee ee aN Le SIE ern nee en Ome Cre 18,500 
PRRTSRU PREECE VN OP Ral etary ens a 51a A oss Wry ered br 4 nase Sip Cindi o Slag @ aia 6 a ee apes 2,700 


We recommended that the Commission give priority to the collection of outstanding 
accounts and that an adequate provision for doubtful accounts be established with re- 
spect to approximately $90,000 in overdue accounts of non-governmental customers. 


134. Second class mail. In his Report for the year 1956-57 the Auditor General drew 
attention to postal revenue of $6 million from second class mail which fell about $18 
million short of meeting the cost of handling that mail. 

In Volume III of the Report of the Royal Commission on Government Organization 
which was released in 1963, the Commission reported that the Post Office in 1958-59 
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had suffered a loss of $21.7 million on mailings by publishers from which revenues of only 
$6.2 million had been received. The Commission then remarked that from the point of 
view of constituting the Post Office as a business-like operation and assessing its per- 
formance in terms of financial results, the imposition of an obligation to subsidize second 
class mail from its own pocket seemed undesirable. It concluded that if Parliament con- 
tinues to require that over three-quarters of the cost of postal distribution of newspapers 
and periodicals be met from the public purse, a specific grant should be made to cover 
the deficit and it recommended that: 


An annual grant be made by Parliament in amount sufficient to cover the costs of the Post 
Office in handling second class mail, to the extent that such exceed postal revenues arising 
from the rates set by Parliament. 


The Public Accounts Committee gave consideration to the loss on mailings by pub- 
lishers of newspapers and other periodicals which was increasing each year and on several 
occasions has recommended that consideration be given by Parliament to ways and means 
of covering this loss of the Post Office Department. The Committee has asked that this 
matter be kept before Parliament in our annual Reports in order that subsequent Com- 
mittees may give consideration to it. 


The loss on these mailings reached a peak of $41.1 million in 1968-69 representing 
a subsidy of 80% of the cost of handling this class of mail. (See paragraph 148 of our 
1969 Report.) 


By an amendment, 1968-69, c.5, to the Post Office Act, R.S., c.212, rates for second 
class mail were increased effective April 1, 1969, October 1, 1969 and April 1, 1970. This 
amendment also revised the definition of second class mail and established new require- 
ments for entitlement to second class mailing privileges. Some 2,000 publications did 
not meet the new requirements, resulting in a reduction of 152 million pieces of second 
class mail and a decrease of $9 million (18%) in the costs attributable to second class 
mail in 1969-70. The increased rates, which were not fully in effect throughout 1969-70, 
resulted in an increase of $4.2 million (40%) in revenue in that year and a reduction of 
the annual deficit to $27.9 million, bringing the subsidy down to 66% of the mail handling 
costs. 


The increase in the rates and the more stringent requirements in order to qualify 
for the second class rate go a long way towards meeting the recommendation of the 
Public Accounts Committee. However, the annual deficit in 1969-70 was greater than 
it was when the matter was first considered by that Committee. 


If it is deemed advisable to continue to subsidize the mailing by publishers of news- 
papers and other periodicals, we suggest that further consideration be given to the rec- 
ommendation of the Royal Commission on Government Organization that an annual 
grant be made by Parliament in an amount sufficient to cover the loss incurred by the 
Post Office in handling second class mail. Adoption of this practice would not only 
provide the Post Office with revenue sufficient to cover its costs of handling second class 
mail but it would enable the Members of Parliament to see each year at the time the Esti- 
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mates are being considered the extent of the change in the estimated amount of this 
subsidy and it would implement the recommendation the Public Accounts Committee 
made in its Fourth Report 1966-67 when it stated that: 


It considers it essential that the Post Office Department or Parliament immediately find 
ways and means of covering the loss of the Post Office Department in handling second class 
mail without this being done at the expense of other classes of mail, keeping in mind, how- 
ever, the need of assistance to small independently-owned newspapers circulating in rural 
areas. (See Appendix 1, item 1.) 


135. Failure by government departments to make proper payments for postage. The 
Post Office Act, #.S., c.212, requires that first class mail addressed to and mailed by 
government departments in Ottawa be carried free of charge by the Post Office but other 
postal services such as air mail, third and fourth class mail, registration and special 
delivery are to be paid for at regular rates by the departments concerned. 


In paragraph 146 of our 1969 Report we drew to attention shortcomings in the pro- 
cedures, instituted in 1964 following a recommendation of the Royal Commission on Goy- 
ernment Organization, whereby departments were to estimate the postage on their mail 
for the ensuing year and to pay that amount in quarterly instalments to the Post Office 
with an adjustment to be made in the payment for the final quarter of the year to reflect 
any differences in the actual and estimated quantities of mail. The Post Office suspected 
that some departments were not careful in estimating their postage or in keeping track 
of their mail in order to effect the adjustments required in the final quarter of the year 
and had become aware of an instance in which the publications branch of a department, 
in which detailed mail records were kept, had not paid the full amount of postage owing 
by it. In 1967-68 it had paid to the Post Office only $45,000 although detailed records 
showed the proper amount to be in excess of $91,000, and in 1968-69 only $60,000 had 
been paid instead of the over $130,000 properly payable. 


As it was evident that the procedures in effect were not producing the true mailing 
costs in the departments or true revenue figures for the Post Office, we recommended that 
procedures be substantially improved or replaced. In addition, we suggested that con- 
sideration be given to the elimination of the statutory free carriage of first class mail in 
order that the Post Office receive proper credit for all the service it provides and that 
departmental costs include all mailing costs. 


In 1969-70 the publications branch previously referred to remitted to the Post 
Office the full amount for services provided in 1969-70, some $171,000, and a study was 
commenced by Post Office and Treasury Board officials with the objective of introducing 
measures to ensure that the Post Office is equitably compensated for the services it pro- 
vides to other departments and agencies of the Federal Government. 


136. Purchase and resale of delivery vehicles. In paragraph 147 of our 1969 Report 
we referred to the purchase by the Post Office on March 3, 1969 of a contractor’s fleet of 
243 vehicles at the appraised value of $331,465. When another contractor was found who 
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was prepared to carry out the contract services, these vehicles were sold to him on March 
28, 1969 for the same amount, with $250,000 being paid immediately by him to Crown 
Assets Disposal Corporation and the balance of $81,465 to be paid on or before March 1, 
1970, together with interest on the balance at the rate of 12% per annum. 


Both the purchase order and the sales contract referred to the purchase (sale) of 243 
vehicles described in schedules attached, for the consideration of $331,465. The schedules 
listed the 243 vehicles, showing a dollar value for each. In addition the schedule to the 
purchase order showed a total of $331,465. 


In December 1969 the contractor who had purchased the vehicles notified Crown 
Assets Disposal Corporation that the amounts shown beside each vehicle on the schedule 
did not add to the agreed selling price of $331,465 but totalled only $316,716. The Cor- 
poration immediately reduced the sale price to the lower amount “in view of the obvious 
error in price in the sale of the fleet of trucks”. 


Upon learning of this adjustment in the sale price, the Post Office considered trying 
to recover the amount of $14,749 from the contractor from whom it had purchased the 
fleet, but was advised by the Department of Justice that the agreement was for the sale 
of the entire fleet at a stated price and not for the sale of individual units at individual 
prices and, therefore, there were no grounds for recovery of any amount from the con- 
tractor. 


We are unable to determine from the files whether the Post Office had intended to 
purchase the vehicles at the total of the individual prices shown in the schedule to the 
purchase order or whether it had intended to pay more than the appraised value of the 
individual units. It is evident, however, that it was the Post Office’s intention to pur- 
chase and resell the vehicles at the same price. This objective was not achieved. 


137. Cost of cancelling mail contracts. In January 1970 the Post Office announced 
that the contract for the transportation of mail in the Montreal area would not be re- 
newed as of April 1, 1970 and henceforth the work would be divided into several contracts. 
As a result of protests and work stoppages, a Commission of Inquiry into the vehicular 
delivery of mail in Montreal was appointed by the Governor in Council on March 17, 
1970. The Commission recommended on March 26, 1970 that the Post Office take over 
mail transportation in the area and the newly-entered-into contracts that would have 
become effective April 1, 1970 were thereupon cancelled, the contractors not being re- 
quired to perform any services. 


Twelve contracts were involved, each of which provided for termination by the 
Postmaster General giving three months notice in writing with the proviso that if the 
work were terminated before the end of the notice period the contractor would receive 
as compensation 50% of the amount he would have received if the services had been 
effectively renuered during the unexpired notice period. 


Upon cancellation of their contracts, four of the contractors, who held five city 
services contracts, were paid, on the advice of the Department of Justice, a total of 
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$790,000, the full amount that they would have received over a three-month period if 
they had performed the work required under the contracts. Five other contractors, who 
held six highway service contracts and one combined urban service contract, were paid 
a total of $30,000 with the excess of $15,000 over the 50% stipulated in the contracts 
being authorized on an ex gratia basis by the Governor in Council on April 28, 1970. 


The total paid under the twelve contracts for which no service was received by the 
Post Office was $820,000. 


138. Allowances not reported for income tax purposes. In 1965 it came to the atten- 
tion of the Taxation Division of the Department of National Revenue that a boot allow- 
ance being paid by the Post Office to uniformed personnel was not being included in the 
earnings of the employees reported for income tax purposes. The responsibility for re- 
porting these allowances rested with the Comptroller of the Treasury. The Taxation 
Division ruled at that time that the allowance was taxable but decided not to take action 
retroactively with respect to the years in which the allowance had not been included 
in earnings reported for taxation purposes. However, no request was directed to the 
Governor in Council for remission of the taxes not assessed as a result of this decision. 


With effect from October 1, 1965, which was about the time the ruling was made 
by the Taxation Division, the boot allowance was discontinued and replaced by a salary 
increase of $60 per annum, thus removing the problem of failure to report the allowance 
as income of the employee. 


However, on October 1, 1968 separate boot and glove allowances amounting to $75 
per year were instituted and in the course of our examination of Post Office pay we found 
that once again the allowances were not being included in the earnings of employees 
reported for income tax purposes. 


The Taxation Division has confirmed that these allowances are taxable under section 
5(1)(b) of the Income Tax Act, R.S., c.148, but has indicated that it does not intend to 
request T-4 supplementaries reporting the allowance payments made to employees in 
1968 and 1969. A consequence is that income tax on payments of up to $592,000 in 1968 
and up to $1,100,000 in 1969 has been lost to the Crown. No submission was made to the 
Governor in Council requesting remission of the tax on this income. 


139. Irregular payment by Public Service Commission to National Research Council 
of Canada. On March 26, 1970 the National Research Council of Canada submitted a 
billing to the Public Service Commission reading as follows: 


Payment due for transfer of administration and control of one IBM 360, 
Model 50 Central Processing Service Unit, Serial No. 11027 and 
support services rendered to date (Ref. T.B. authority 695-554)...... $ 175,000. 


The Council has explained that the term ‘support services rendered to date” refers 
to the instruction and technical assistance normally provided by a vendor to a new user 
of equipment. The Treasury Board authority quoted was apparently verbal, it being 
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considered at that time that the transaction required the approval of the Governor in 
Council. The formal approval of the Treasury Board was conveyed to the Council in a 
letter dated August 31, 1970. 


Notwithstanding the fact that the equipment was not to be delivered before July 
1, 1970 (it was in fact delivered on October 1) and no part of its purchase price was 
properly chargeable to the Commission’s 1969-70 appropriation, the Commission on the 
strength of this billing made a payment of $90,000 to the Council by cheque dated 
April 29, 1970 which was charged to Secretary of State Vote 80 of 1969-70. Although the 
computer is used by the Commission primarily in connection with its Data Stream record 
of public servants, which is a staffing matter, the payment of $90,000 has been recorded 
as an expenditure in connection with the operation of French and English language 
schools for public servants and the administration of bicultural development programs. 


The Commission regards the $90,000 as a payment for computer services received 
from the Council, relying on the words ‘“‘and support services rendered to date” appearing 
in the March 26 billing. It goes without saying that if this $90,000 was for services 
rendered by the Council, then it could not be applied toward the purchase price of the 
computer and the Council could not accept the balance of $85,000 as full payment for 
the computer because it would not then have received full value for its asset which 
had a trade-in value of $158,000. Neither would it have complied with the terms of 
the Treasury Board approval for transfer of the equipment on receipt of a payment of 
$175,000. 


_A consequence of this payment was that $90,000 of the Commission’s 1969-70 appro- 
priation which should have lapsed at March 31, 1970 did not do so. 


140. Recovery of the cost of training courses. During the year expenditure of the 
Public Service Commission on staff development and training, exclusive of language 
training, amounted to $1,058,000, which included the cost of providing courses and asso- 
ciated services to government departments and agencies. With effect from April 1, 1970 
some courses are being provided on a cost-recovery basis and an estimated $530,000 is 
expected to be recovered by the Commission in 1970-71. Beginning in 1971-72 the costs 
of all such courses are expected to be recovered. These changes will result in staff training 
costs being borne by the departments benefiting from the training, in keeping with the 
recently adopted “Planning, Programming, Budgeting System” which emphasizes the 
showing of the full costs for each program. 


Expenditure by the Commission on language training amounted to $4,962,000 in the 
year which included only the cost of teachers and facilities. Because of the nature and 
scope of the language training program, it seems reasonable that the cost remain with 
the Commission. However, consideration should be given to having the program also 
provide for the salaries and expenses of persons taking this training, thus bringing to- 
gether the full cost of the training as a further step in the development of program 
budgeting. 


| 
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141. Increasing accommodation rental costs. In recent Reports (paragraph 151 in 
1969) we have commented on a continuing escalation in the rental outlay of the Depart- 
ment of Public Works. The upward trend continued in 1969-70, as may be seen from the 
following comparison of rental costs for the past five years: 


National 
capital area Elsewhere Total 
cp hatopta’ ee yan wins i ER gerund tea ea Bn te re $ 7,671,000 $ 5,438,000 $ 13,109,000 
SOOO eee ee en Meee Pee an UR ais 10,301,000 6,847,000 17,148,000 
POG Tua, .Oettee. 0, OT. 0. OLY... 4 ON 14,271,000 12,945,000 27,216,000 
Des U er ne oy, Fe OS. £.) a Boa edit 18,028,000 16,043 , 000 34,071,000 
RVCOLI OD. cohrinm Le kids copra Fie ok cece terete do. x 20,824,000 19,019,000 39 ,843 ,000 


Space under lease in the national capital area at March 31, 1970 amounted to 5.9 
million square feet compared with 5.7 million square feet at March 31, 1969. 

We are of the opinion that costs will continue to be higher than necessary so long 
as the Department of Public Works continues to absorb rental costs out of its own ap- 
propriations with the ultimate choice of accommodation resting with the client depart- 
ments. There was no change in the situation during 1969-70 but we are informed that 
the Department of Public Works intends to charge for accommodation with effect from 
a date which is yet to be determined. (See Appendix 1, item 40.) 


142. EKating facilities for Crown employees in public buildings. In previous Reports 
(paragraph 153 in 1969) we have referred to the fact that eating facilities for govern- 
ment employees in public buildings are subsidized to a considerable extent because no 
charge is made by the Department of Public Works for space, fixed kitchen and serving 
counter equipment, tables, chairs, utility costs, etc. We observed that the Royal Com- 
mission on Government Organization had commented that, although it is common prac- 
tice in the private sector to provide meals to employees at less than cost, such subsidies 
are carefully costed for purposes of management control. It was pointed out that until 
the Department is in a position to isolate the cost of eating facilities, the extent to which 
those operations are subsidized cannot be determined and proper management control 
established. 


In September 1969 the Treasury Board announced plans for a comprehensive re- 
view of policies and practices relating to the provision of eating facilities for Crown 
employees. We understand that a purpose of the review, which is still under way, is to 
determine the most feasible and practical administrative arrangements that will keep 
costs in line. 


143. Improper charge to 1969-70 appropriation. Early in 1969 the Department of 
Public Works entered into an arrangement with a consultant for the provision of arch- 
itectural services in connection with a general purpose office building to be constructed 
in the Booth Street area of Ottawa for the Department of Energy, Mines and Resources. 
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Although the financial implications of the engagement were such that the authority of 
the Department of Public Works could be expected to be exceeded, it was not until 
October 1969 that Treasury Board approval of the appointment was obtained. 


Towards the end of 1969-70 when expenditure under the agreement had reached 
$172,700, including $4,700 for work abandoned as a consequence of adding provision for 
a cooling system, the architect was informed that the project had been postponed in- 
definitely. The consultant submitted an account for a further $71,800, representing the — 
portion of his fee due on receipt of tenders less an allowance for services not performed, 
requesting that payment thereof be considered in view of the indefinite nature of the 
deferment. The amount was charged to Public Works Vote 15 as an expense of the year 
and credited to the holdback account. In the absence of Executive authority to terminate 
the agreement, this was an improper charge. 


Authority to pay a reduced amount of $67,500 was secured in July 1970, at which 
time it was stated that while construction would not proceed in the foreseeable future 
the documents would be held in readiness for later use at another site. We have since been 
informed that the project is to go ahead, with the consultant continuing to provide serv- 
ices under his original commission. 


144. Cost of vehicle cleaning equipment, Port aux Basques, Nfld. In 1965 the De- 
partment of Public Works, on behalf of the Department of Agriculture, awarded a con- 
tract in the amount of $266,000 for the development, design, fabrication and installation 
of vehicle washing equipment, relative to a vehicle decontamination and inspection sta- 
tion to be erected at Port aux Basques. Construction of the station had been proposed as 
a measure to control the spread of potato diseases from Newfoundland, the hope being 
that it would be fully operational for the 1966 season. 


However, it was recognized that standard commercial equipment would be inade- 
quate for the purpose intended and that there would have to be a process of research 
and development, with practical experimentation, before the final equipment was made 
and installed. In fact, acceptance of the equipment, in place, was not achieved until 
September 1969. This major extension of the contractual period was attributed primarily 
to the revisions necessitated by an acute shortage of municipal water, to a difference in 
interpretation of contract requirements and disagreement on performance criteria, to 
program review and uncertainty as to whether the station would be located elsewhere, 
and to changes in the plans for the building and delay in its completion. 


During the year the charges to the equipment contract reached $595,000. Included 
was compensation of $123,800 for the increased costs which had arisen from prolongation 
of the term of the contract and $8,600 for the expenses associated with storage of the 
equipment pending installation. 


145. Unused plans for National Defence Headquarters, Ottawa. Paragraph 156 of 
our 1969 Report dealt with the cost to the Department of Public Works of plans pre- 
pared by a firm of architects for a Department of National Defence headquarters build- 
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ing at Ottawa. In February 1969 it had been decided that the original scheme would be 
abandoned in favour of a general purpose building concept developed by the Department 
of Public Works. We reported that a saving of $215,000 under an amended fee agreement 
negotiated with the architects for the new concept could be regarded as the value salvaged 
from the work performed earlier at a cost of $1,181,000. 


Included in the latter amount was a payment of $325,000 with respect to which a 
cheque was prepared in April 1969 and charged to 1968-69 funds. Although the charge 
remained against the 1968-69 appropriation, the cheque was not released to the architects 
until October 1969. 


The February 1969 decision was followed by a decision in October of that year to 
accommodate the Department of National Defence in a building designed for the De- 
partment of Transport, but still to be erected. Accordingly, the architects’ agreement was 
terminated. The total non-productive expenditure on the project, taking into account 
the services of other consultants, was $1,405,000. 


146. Unused plans for additions and alterations to Food and Drug Laboratory, 
Ottawa. In 1966 the Department of Public Works commissioned a firm of consultants to 
design, prepare working drawings and specifications for, and subsequently supervise 
construction of, additions and alterations to the Food and Drug Laboratory at Ottawa. 


In 1968 the Treasury Board requested that construction be deferred. Reconsideration 
of the project in the following year led to the decision to abandon the existing plans and 
specifications and to proceed on the basis that the required office space would be provided 
in a general purpose office building then under construction and that a separate laboratory 
and animal building would be erected. The decision took into account both the need for 
less expensive accommodation and the fact that the site involved would not allow for 
future expansion. 


In September 1969 the Department was authorized to pay the consultants for work 
completed prior to cancellation of the project on the understanding that if they were 
commissioned for the proposed separate laboratory their fees would be reduced by an 
appropriate amount in recognition of the knowledge gained from the earlier undertaking. 
Payments made during 1969-70 brought to $716,000 the amount received by the consul- 
tants in respect of the abandoned concept. Another consulting firm was retained in 1970 
to carry out the planning for the new scheme. 


147. Additional planning fees due to limiting of construction cost, Ottawa. In 1965 
a firm of architects was retained by the Department of Public Works to design and pre- 
pare working drawings and specifications for, and to supervise construction of, a head- 
quarters building in Ottawa for the Department of External Affairs. At that time the 
estimated construction cost was $9 million; however in 1966 the Department of Public 
Works was requested to provide for full development of the site and this resulted in a 
revised cost estimate of $25 million. By 1969 the anticipated cost had risen to $32.8 
million. 
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However, it was decided that a limit of $25 million, based on 1968 prices, would be 
set for construction of the proposed building, and authority was obtained to pay the 
architects $320,000 for the additional work and revisions to the contract documents con- 
sidered to be essential to reduction of the estimated cost. To March 31, 1970 the con- 
sultants had received $899,000 as the design fee based on the estimated construction cost 
of $32.8 million and $300,000 for revisions to the contract drawings. 


148. Additional costs due to construction delays, Ottawa. In 1963 the Department 
of Public Works awarded a contract at a fixed price of $9,037,000 for the construction 
of an administration building in Ottawa for the Department of Agriculture. The contract 
called for completion of the work by April 22, 1966 but the building was not accepted 
until April 18, 1967. The cost to that point was $9,965,000. 


During the year the cost increased to $10,219,000, reflecting additional compensation 
of $27,000 for elements of the work which had been in dispute and a settlement of 
$227,000 for delays. The contractor had requested payment of $1,136,000 on the grounds 
that it had been impossible to complete the project as planned because of the many 
changes, revisions and modifications introduced during the course of construction. The 
settlement recognized departmental responsibility for a six-month delay, which was 
attributed for the most part to nine major changes and covered job overhead, cleanup, 
temporary heat, light, power and water, snow removal, equipment rentals, increased 
labour rates, building insurance and subcontractors’ claims. 


Another consequence of the delays was an increase in the architect’s fee (see para- 
graph 81 of our 1964 Report). In 1969-70 the architectural firm was paid $1,000 as fee 
on the disputed extras and $12,000 for investigation of the contractor’s delay claim and, 
following the year-end, $11,000 as the architect’s fee on the delay claim settlement. 


149. Additional costs due to construction delays, Warkworth, Ont. In 1965 the De- 
partment of Public Works, on behalf of the Canadian Penitentiary Service, awarded a 
fixed price contract in the amount of $7,344,000 for the construction of a medium security 
institution at Warkworth. 


The final cost of the work was $7,717,000. This amount included $89,000 paid in 
1968-69 and 1969-70 in settlement of claims totalling $223,000. Except for an item of 
$1,800 for extra work, the settlement related to delays. Acknowledged causes of delay 
were modifications to service shafts and changes in electrical requirements, belated ap- 
proval of the manufacture of redesigned doors and of the contractor’s quotation for roof 
slab and lighting fixture changes, and additional cleanup in connection with floor grilles. 
The high incidence of revisions during construction was ascribed to the lack of large-scale 
penitentiary design in Canada for some years prior to the current program. 


150. Additional costs due to construction delays, Vineland, Ont. In 1965 the Depart- 
ment of Public Works, on behalf of the Department of Agriculture, awarded a contract 
at a fixed price of $1,494,000 for the construction of an agricultural research laboratory 
at Vineland. 
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The actual cost of the work was $1,751,000. Included in that amount was a payment 
of $62,800 made in February 1970 in settlement of a claim for $244,400 submitted by the 
contractor in respect of extra costs incurred as a result of delays. The contractor had 
contended that completion of the project was delayed for 52 weeks because of the numer- 
ous changes required. The settlement recognized a delay period of 24 weeks, of which 12 
weeks related to a change in window design, eight weeks to the supply and installation 
at the request of the Department of Agriculture of special tanks not provided for at the 
time of tender call, and four weeks to various other changes. 


151. Cost of unused plans, Toronto, Ont. In 1968 the Department of Public Works 
engaged a firm of architects, engineers and planners for the design and subsequent super- 
vision of construction of additions and alterations to the Arthur Meighen Building in 
Toronto. The estimated construction cost was $2.5 million. 


When the preliminary plans were completed later in 1968 a revised cost estimate of 
$3.8 million was arrived at. In mid-1969 a maximum of $4.5 million was established for 
all costs of the project and, to meet that target, design deletions with an approximate 
value of $617,000 were effected. The consultants were paid $53,000 in 1969-70 for aban- 
doned work, with $41,000 relating to the deletions made to keep the costs within the 
budgeted amount and the balance to various changes in requirements. 


152. Additional costs due to construction delays, Paspebiac, Que. In October 1966 
the Department of Public Works awarded a contract for harbour improvements at Paspe- 
biac in the amount of $820,000 based on lump-sum prices, fixed unit rates and estimated 
quantities. The contract provided for the construction of a steel pile wharf and a rubble 
mound breakwater and for the dredging of a mooring basin and a turning basin. Contract 
extras included the removal of submerged cribwork that had not been shown by the plans. 
Upon acceptance of the work in September 1968 the contract outlay stood at $879,000, 
but payment of $114,000 during 1969-70 in settlement of a claim brought the final cost 
to $993,000. 


The settlement, reflecting a reduction from a claimed amount of $429,000, included 
a net adjustment of $67,000 to cover the underrunning and overrunning of estimated con- 
tract quantities. The remaining $47,000 constituted payment for delays resulting from 
the encountering of the submerged cribwork and related materials not shown in the plans 
and specifications and for difficulties created by the seepage of backfill through a rock 
dyke along which the wharf had to be built. In the case of the underwater obstructions, 
$33,000 was allowed for delays which had arisen in the driving of steel pipe piles and in 
dredging, and for resultant damage to dredging equipment. The balance of $14,000 was 
agreed to in connection with delays in driving fender piles and with redredging which 
had stemmed from the backfill seepage. 


153. Additional costs due to construction delays, Calgary, Alta. In 1965 the Depart- 
ment of Public Works awarded a contract at a fixed price of $919,700 for the construc- 
tion of a building in Calgary to accommodate the Unemployment Insurance Commission 
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and the Department of Veterans Affairs. The final cost was $972,400, reflecting inclusion 
of $12,100 for contract extras and payment of $40,600 during 1969-70 in settlement of 
two claims submitted by the contractor. 


One claim, for $75,000, stemmed from the rejection and necessary recasting of pre- 
cast concrete panels. The settlement of $31,700 effected in that case consisted of delay 
costs amounting to $24,000 and other expenses of $7,700. The second claim totalled 
$25,000 and was with respect to delays caused by failure of the Department of Public 
Works to furnish layout plans when required and to approve quotations for contract 
extras within a reasonable time, and by the numerous changes in layout plans made 
during the course of construction. The Department acknowledged that a delay had oc- 
curred as a result of partition changes and an allowance of $8,900 was made. 


154. Cost of unused plans, Kelowna, B.C. In our 1968 Report we referred to a pay- 
ment of $13,000 to a firm of architects and consulting engineers retained by the Depart- 
ment of Public Works in 1964 to plan and supervise construction of a federal building 
at Kelowna. The outlay constituted compensation for work done on a concept envisaging 
a two-storey structure without basement, which had been abandoned in favour of a four- 
storey building on a foundation designed for the addition of two floors. 


Late in 1968 the conclusion was reached that economies could be realized if the 
office needs of the Post Office Department and other governmental units were met by a 
three-storey building in downtown Kelowna and the mail-handling operations were re- 
moved to a separate facility in a less congested area. Accordingly, design on the four- 
storey concept was stopped, and the consultants were paid an additional $15,000, the 
cost of the second abandoned scheme. The two-building proposal has been proceeded 
with under construction contracts of $1,148,000 for the downtown federal building and 
of $212,000 for the suburban mail-handling depot. 


155. Subsidization of irrigation projects. In previous Reports (paragraph 163 in 
1969) we have referred to the operations of three irrigation projects carried on under 
the Prairie Farm Rehabilitation Act, R.S., c.214, with the costs being provided for by 
annual parliamentary appropriations. 


During the year, the Prairie Farm Rehabilitation Administration continued to oper- 
ate the projects and collected revenues at the same rates as in 1968-69. In the case of 
the Bow River irrigation project, Canada, in 1950, committed itself in perpetuity to an 
annual rate of $1.50 per irrigable acre on 90,000 acres in the Vauxhall and Hays 
districts. A further 25,000 irrigable acres are administered by the Province of Alberta, 
and the rate of 25 cents per acre foot of water delivered to the Province has remained 
unchanged since 1953 although the agreement between Canada and the Province provides 
that for each period of five years after 1958 the rate shall be the cost of delivery but not 
exceeding such rate as the parties may agree upon for the period. The annual water rental 
rate for the remaining 5,000 acres, which are on the Blackfoot Indian Reserve, has 
remained at 50 cents per irrigable acre since 1956. The rate of 25 cents per acre foot of 
water sold to the Province of Alberta for the St. Mary irrigation project, involving some 
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300,000 acres, has not been changed since 1955 when water was first delivered. Under the 
terms of the agreement, Canada is to deliver water to the Province ‘at cost provided such 
charge shall not exceed twenty-five cents per acre foot per year; and it is agreed that this 
clause shall be reviewed every five years.’’ Water rental charges to users in irrigation areas 
in southwest Saskatchewan have been increased from time to time and now vary from 
25 cents to $3.00 per acre, depending on the service provided. 


Expenditure and revenue for the year ended March 31, 1970 were as follows: 


Irrigation 
areas in 
Bow River St. Mary southwest 
irrigation irrigation Saskatch- 
project project ewan 
SPIE IO OO Pete ee oars ate oriees st ca eee 120,000 300 , 000 25,000 
Expenditure— 
Administration, operation and maintenance....... $ 1,010,000 $ 303,000 $ 325,000 
wuiiclie gh ol Ch waa gait deinen “opel! Carlet enn. mumbai n 341,000 40 ,000 oo 
1,351,000 343 ,000 325,000 
Revenue— 
PV Sher ChArees MOI. ore. JPL hae tel Ba 130,000 83 ,000 47 ,000 
Eerste CeO er AOU Oa ORL ae 154,000 — 35,000 
284 ,000 83 ,000 82,000 
Excess of expenditure over revenue.................. $ 1,067,000 $ 260,000 $ 243,000 


156. Inadequate management of motor vehicle operations. In our 1969 Report 
(paragraph 164) we drew attention to the under-utilization of some of the vehicles 
owned by the Prairie Farm Rehabilitation Administration with particular reference to 
its fleet of passenger automobiles. We also reported some of the findings of a motor 
vehicle study which had been completed by the Administration and expressed the belief 
that, because they might have implications for other large government fleet operations, 
there was a demonstrated need for the Treasury Board to initiate studies into all aspects 
of motor vehicle management, including the use of personal automobiles. 


One of the findings of the Administration’s study was that computer reports of 
operating costs, which are prepared in Ottawa once a year only, are designed solely for 
the needs of the Government Motor Vehicle Committee and the Treasury Board and are 
unsuited to Administration requirements. As a result, a number of internal, localized 
costing systems had been operated by the Administration, with questionable accuracy, in 
an attempt to provide vehicle cost data upon which effective decisions could be taken. 
We understand that the Administration has now introduced its own computer-prepared 
monthly motor vehicle report showing detailed costs by responsibility centre, location, 
and class of vehicle. 
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Another finding of the study was that an analysis of the use of trucks and special- 
type vehicles, which were outside the scope of the study, would be profitable. Although 
trucks make up two-thirds of the Administration’s fleet of vehicles, apparently no study 
of the use of these vehicles has been made. 


At March 31, 1970 the Administration owned 415 motor vehicles, which included a 
passenger car fleet of 98 vehicles compared with 94 at the end of the previous year, 
During the year 21 passenger vehicles were traded in on a similar number of new cars. 


As was the case last year, some of these automobiles travelled relatively few miles. 
Of 51 cars which travelled under 10,000 miles during the year, 15 travelled less than 
5,000 miles. The 1967 station wagon which was reported last year as not having been used 
from May 1968 to March 1969 continued to be unused until transferred in October 1969 
to a new location where it travelled 5,500 miles by the year-end. At the same time, 21 
employees were paid mileage allowances for the use of their privately-owned automobiles 
that were driven between 16,000 and 26,000 miles during the year. 


In April 1970 a new motor vehicle management policy was introduced by the 
Administration which provides for a reallocation of passenger cars, effective July 1, 1970, 
on the following basis: 

Government-owned passenger cars being driven less than 10,000 miles per year to be replaced 


with private passenger cars where feasible and practical; and private passenger cars being 
driven more than 16,000 miles per year to be replaced with government-owned passenger cars. 


157. Transfer of works from Maritime Marshland Rehabilitation Administration to 
the Maritime Provinces. In previous Reports (paragraph 166 in 1969) we have referred 
to the substantial costs incurred under agreements entered into in 1949 pursuant to the 
Maritime Marshland Rehabilitation Act, R.S., c.175. We stated that although the pro- 
visions of the Act indicated that Parliament had intended the Provinces to assume 
responsibility for operation and maintenance of the works without undue delay upon 
completion, they had not been required to do so. Instead, arrangements had been made 
for Canada to continue meeting the upkeep costs until March 31, 1970. 


During 1969-70, $317,000 was expended for administration, operation and mainte- 
nance, and $1,487,000 for construction of works, charged to Votes 1 and 5 of the Depart- 
ment of Regional Economic Expansion. In addition, payments totalling $1,667,000 were 
made to the Provinces, and charged to Vote 10, to cover that portion of the upgrading 
program which remained uncompleted as of March 31, 1970. This fulfilled Canada’s 
responsibility in connection with the upgrading of the Maritime Marshland Rehabilita- 
tion projects, on which a total of $29,988,000 was spent from their inception to March 
31, 1970. 


The text of Regional Economic Expansion Vote 10, from which the payments total- 


ling $1,667,000 covering the uncompleted portion of the upgrading program were made, 
1s: 


Grants as detailed in the Estimates and contributions in accordance with the terms and 
conditions specified in the sub-vote titles listed in the details of the Estimates. 
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There is no reference in the sub-votes to Maritime Marshland Rehabilitation, and as 
the payments totalling $1,667,000 are grants requiring the prior specific approval of 
Parliament, they are irregular. 


The payments in connection with Maritime Marshland Rehabilitation from Regional 
Economic Expansion Votes 1, 5 and 10 totalled $3,471,000. However, the only reference 
to this subject in any of these Votes in the Estimates is an item in the further details of 
Vote 5 which indicates that an estimated $170,000 was to be expended on Marshland 
Reclamation, representing a reduction of over 50% from the previous year’s estimate. 


158. Financing of the Cape Breton Development Corporation. The Cape Breton 
Development Corporation was established on October 1, 1967 by the Cape Breton Devel- 
opment Corporation Act, 1967-68, c.6, for the purpose of broadening the base of the 
economy of Cape Breton Island. In meeting its responsibilities, the Corporation is to 
promote and assist the financing and development of industry on the Island to provide 
employment outside the coal producing industry. Related steps are the acquisition of the 
interests of the major coal producer in the Sydney coalfield and reorganization and 
operation of the mines with a view to the rationalization of their coal production. These 
in turn are to be followed by the progressive withdrawal of the Corporation from such 
production in accordance with a plan which is to take into account progress in providing 
employment outside the coal producing industry. 


The Act provides for the payment of working capital advances and capital and 
operating grants to the Corporation by the Minister of Finance on the requisition of the 
Corporation and the Minister of Regional Economic Expansion. In addition, funds for 
operating purposes have been paid to the Corporation under parliamentary appropria- 
~ tions. At March 31, 1970 the Corporation was indebted to Canada in the amount of $8 
million for working capital advances. Payments other than working capital advances 
during the year were: 

Statutory grants— 


CRIT DOSEN: Bid tae io eat ee ie UATE Wes ok ak Ee REE 8 bs MoE Sia bate rae se Ue ees $ 6,400,000 
RR ACN STAMOS ae Oa ae ic Uae eke ctitin day ial oh ad Sealed SUMS nek UR aA 4,330,000 
10,730,000 


Regional Economic Expansion Vote 35— 


Amount to be applied in payment of 1969 operating losses of coal mining and related 
works and undertakings and grants in lieu of taxes to municipalities.......... 21,935,000 


$ 32,665,000 


In last year’s Report (paragraph 168) we referred to the acquisition on March 30, 
1968, under authority of section 9 of the Act, of lands and personal property located on 
Cape Breton Island, and interests in land and personal property located under adjacent 
waters that constituted or formed part of the works and undertakings operated or carried 
on by Dominion Coal Company, Limited, Nova Scotia Steel and Coal Company, Limited, 
The Dominion Rolling Stock Company Limited, Sydney and Louisburg Railway Com- 
pany, The Scotia Rolling Stock Company Limited and The Cumberland Railway Com- 


104 REPORT OF THE AUDITOR GENERAL — 1970 


pany. We pointed out that the notes to the financial statements of the Corporation’s Coal 
Division disclosed that the cost of acquisition, if any, to be paid by the Minister of 
Finance out of the Consolidated Revenue Fund, under authority of section 19 of the Act, 
had not yet been determined and no payments had been made. A similar note formed 
an integral part of the financial statements for the year ended December 31, 1969. An 
offer of settlement in the amount of $11,000,000 has been filed by Canada in the Ex- 
chequer Court of Canada. 


A firm of chartered accountants appointed by the Governor in Council is the auditor 
of the Corporation. 


159. Joint auditing arrangements with respect to provincial corporations financed 
from federal funds. Reference has been made in previous Reports (paragraph 169 in 1969) 
to the appointment of the Auditor General of Canada as joint auditor with various 
public accounting firms of provincial corporations formed to facilitate and promote 
research into the utilization and development of manpower resources. Costs of these 
corporations, which are incorporated under provincial legislation, are borne by Canada. 

The following summary shows the payments made to each Corporation by the 
Department of Regional Economic Expansion during the year and the cumulative 
payments to March 31, 1970: 


Cumulative 
to March 31, 
Incorporated 1969-70 1970 
Nova Scotia NewStart Inc................ June 29, 1967 $ 1,169,000 $ 2,607,000 
Saskatchewan NewStart Inc............... August 10, 1967 900 , 000 1,765,000 
Alberta NewStart Inc..............0....4. August 11, 1967 2,566,000 4,511,000 
Prince Edward Island NewStart Inc........ August 23, 1967 900 , 000 1,842,000 
New Brunswick NewStart Inc............. May 28, 1969 300 , 000 300 , 000 


Manitoba NewStart Inc............. Corrs July 10, 1969 250,000 250 ,000 


$ 6,085,000 $ 11,275,000 


The accounts and financial statements of each of these Corporations for their fiscal 
years ended on December 31, 1969 or March 31, 1970 were examined and reported upon 
by the joint auditors. 


In the periods reported upon, which do not in all cases coincide with the fiscal year 
of Canada, these Corporations received grants from Canada totalling $4,586,000 and 
had other income of $258,000, mainly interest on bank deposits and short-term invest- 
ments. In the same periods the Corporations spent $4,821,000 for operating costs and 
$1,134,000 for buildings, automotive equipment, office furniture and equipment, training 
equipment and leasehold improvements. 


The joint auditor’s report on Saskatchewan NewStart Inc. drew attention to non- 
interest-bearing loans totalling $75,000 made to New Brunswick NewStart Inc. and 
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Manitoba NewStart Inc. on instructions from the Department of Regional Economic 
Expansion with the amounts being repaid during the year. The loans were drawn to 
attention as there is no provision in The Saskatchewan Societies Act or in the by-laws 
of the Corporation for the making of such loans. 


The large cash balances held by the Corporations and reported on last year have 
been greatly reduced as a result of an increase in operating expenditure and the Depart- 
ment making further advances to the Corporations only as required. 


160. Excessive charges for the supply of water to penitentiary, Cowansville, Que. 
Last year (paragraph 170) we reported that the amount being paid for water at the 
Cowansville penitentiary was high both in relation to charges to other users in the area 
and to consumption and, furthermore, that the quality of the water was so inferior that 
the Canadian Penitentiary Service had found it necessary to install a chlorinator unit at a 
cost of $8,300. We also stated that in May 1969 the Treasury Board approved entry 
into an agreement with the Town of Cowansville for the supply of water for a ten-year 
period commencing April 1, 1964, the date of completion of the water main, under the 
minimum charge conditions ($50 per day providing for a daily consumption of 200,000 
gallons) demanded by the Town. The maximum daily consumption had been 75,000 
gallons or # of the minimum in the summer months and 50,000 gallons or + of the 
minimum in the winter months. 


An advance payment of $25,000 on the amount of $35,750 due the Town for the 
period April 1, 1964 to March 16, 1966, during which time the penitentiary was under 
construction, was made in July 1969. The balance of $10,750 was not paid pending the 
Town’s acceptance of a provision in the agreement for renegotiation at a more reasonable 
rate at the end of the ten-year period. Since the Penitentiary Service did not take over 
the institution from the construction contractor until March 17, 1966, the $25,000 
advance payment, and the $10,750 when paid, must be regarded as non-productive. 


161. Subsidized rental accommodation, Drumheller, Alta. Last year (paragraph 171) 
we commented on a leasing arrangement entered into by the Canadian Penitentiary 
Service to provide subsidized rental accommodation for staff of the penitentiary at Drum- 
heller. From the dates the accommodation became available for occupancy (houses on 
December 15, 1967 and apartments on March 15, 1968) to March 31, 1969, rent under 
the lease totalled $106,000, of which $44,000 was recovered from the employee-occupants, 
leaving $62,000 as the amount of subsidization by the Penitentiary Service. The subsidi- 
zation to March 31, 1969 would have been approximately $15,000 less if 13 of the apart- 
ments, which had remained vacant since they became available, had been occupied by 
penitentiary staff. 


During the year rentals paid under the lease totalled $92,000, of which $45,000 was 
recovered from the employee-occupants, leaving $47,000 as the amount of the subsidiza- 
tion for the year. If 12 apartments vacant during the year had been occupied by peniten- 
tiary staff the subsidization would have been approximately $15,000 less. 
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162. Work performed by inmates for penitentiary officers. In paragraph 172 of last 
year’s Report we drew attention to a long-standing practice of the Canadian Penitentiary 
Service of charging officers who have articles for their own use manufactured or repaired 
in the penitentiary shops, only the cost of materials plus a handling charge of 10% and 
five cents per hour for inmate labour. This labour rate had been established by peniten- 
tiary regulations in 1938, at which time inmates earned five cents per day, and had not 
been increased although the rate an inmate can earn had risen substantially since then. 
We had advised the Penitentiary Service in 1964 that the amount being charged for 
officers’ custom work merited review but no change had been made in the price structure. 


The subject of officers’ custom work and its relation to inmate training programs 
was discussed in April and May 1970 by the Inter-Divisional Policy Committee of the 
Penitentiary Service. The Committee recommended, among other things, that the charge 
for inmate labour be increased to 10 cents per hour effective June 1, 1970. We were 
informed in October 1970 that the recommendations of the Committee had not yet 
been put into effect but that the necessary directive will be issued in the near future. 


163. Losses on Defence Production Revolving Fund inventories. In previous Reports 
(paragraph 238 in 1969) we have referred to two potential losses on strategic material 
inventories financed by the Defence Production Revolving Fund. 


Raw quartz crystals on hand at March 31, 1970 had a cost value of $5,923,000. 
However, synthetic quartz crystals have come into general use since the inventory was 
acquired, practically eliminating the demand for natural quartz, and sales in recent years 
have realized only about 25% of original cost. The estimated market value of the in- 
ventory at March 31, 1970 was $923,000. 


A net shortage of $1,140,000 existed in the Fund with respect to cobalt stolen from a 
custodian. The custodian has agreed to reimburse the Fund $437,000 over a four-year 
period to July 31, 1973. The balance of $703,000 comprised a $632,000 loss sustained as 
a result of the decline in value of the cobalt and a $71,000 loss due to the theft. 


During the year $5.7 million was provided by Supply and Services Vote 6b to 
reimburse the Defence Production Revolving Fund for these losses. 


164. Unauthorized use of the Defence Production Revolving Fund. In our 1966 
Report we drew attention to the improper practice of using the Defence Production 
Revolving Fund to finance the loan portion of the cost of purchasing machinery under the 
Defence Industry Modernization Program. Advances aggregating $10.4 million had been 
made for this purpose before the practice was discontinued on March 31, 1967. 


The Fund has not yet been reimbursed for the unauthorized advances. However, 
repayments totalling $6.6 million have reduced the balance to $3.8 million at March 31, 
1970, as compared with $6.2 million at the previous year-end. (See paragraph 174 of last 
year’s Report. ) 
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165. Shared costs under research contract not verified. In previous Reports (para- 
graph 175 in 1969) we noted that the Audit Services Bureau of the Department of Supply 
and Services had reported that it was unable to verify a claim of $49,000 for the Crown’s 
share of the costs of a shared-cost research contract because the company which had 
done the work was unable to produce adequate supporting accounting records and 
because of the inadequacy of its internal control in the earlier years of the contract. At 
the time of writing our 1969 Report, the company advised the Department that it had 
located and assembled documents which it believed would be sufficient for audit purposes, 
and the Bureau was preparing to make another attempt to audit the contract. 


The Bureau, although still unable to verify the claim, has reported that, based on 
the records produced, the company had overclaimed in respect of certain labour costs 
and had been overpaid $11,000. This overpayment has since been recovered and we 
understand the Department may amend the contract to provide for a negotiated firm 
price of $38,000 which will not be subject to audit verification. 


166. Limited competition for government business. For the past three years 
(paragraph 74 in 1969) we have referred to the engraving and printing of postage stamps, 
other revenue stamps and labels, bonds, paper currency, passports and other documents 
and forms for the Government and the Bank of Canada. This work has been carried out 
almost exclusively by two Ottawa firms for many years and currently occupies most 
of their productive capacity. We have pointed out that limited competition for govern- 
ment contracts creates a risk of excessive profits at the expense of the Crown. 


A study team of representatives of interested departments and agencies was estab- 
lished in 1968 ‘‘to develop a procedure that will provide the most economical procurement 
of security printing consistent with the standards of security and quality required and 
the viability of the two existing commercial sources’. In addition, at the request of the 
Deputy Minister of Finance, the Audit Services Bureau of the Department of Supply 
and Services carried out cost audits for the year ended December 31, 1968 of all contracts 
between these firms and the Departments of External Affairs, Finance, National Revenue 
and the Secretary of State, the Post Office and the Unemployment Insurance Commission. 
The audits revealed that substantial profits had been made on most government con- 
tracts but these had been reduced to a moderate overall profit by a loss on contracts 
with the Post Office which had terminated its non-competitive contracts and had invited 
tenders from the two firms for five-year contracts effective January 1, 1968. No examina- 
tion was made of, and as far as we are aware no specific information is available with 
respect to, the rate of profit on contracts with the Bank of Canada for the printing 
of bank notes. 


The study team found that contracts generally extended over many years and were 
allocated to one or the other of the two firms rather than awarded on the basis of 
tenders. Moreover, the very limited competition that had existed was weakened by the 
Government’s policy of equalizing business between the two firms. However, the con- 
clusions of the study team as to the most satisfactory procurement methods and proce- 
dures were not unanimous and no decision as to future policy was made. 
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Last year we suggested that the procurement of security printing be centralized 
in the Department of Supply and Services in the same manner as the procurement of 
other goods, as envisaged by section 44 of the Government Organization Act, 1969, 
1968-69, c.28. 


It has been decided that this Department is to be solely responsible for all security 
printing. During the year existing contracts for printing certain tobacco excise stamps 
were terminated and new tenders invited. However, the tenders remained limited to the 
same two Ottawa firms. 


We repeat that in our opinion the interests of the Crown would be better protected 
if competition were broadened to include other firms in Canada and elsewhere which 
print money orders, bonds, share certificates, etc., requiring equally high standards of 
security and quality. 


167. Construction of the C.S.S. Hudson. In October 1960 the Department of Supply 
and Services issued a letter of intent to the lowest bidder for the construction of a hydro- 
graphic and oceanographic survey ship for the Department of Energy, Mines and 
Resources. The contractor offered delivery by August 1962 and, following lengthy 
negotiations, the contract was signed in August 1961 in the amount of $6.5 million. Over 
the term of the contract the amount was gradually increased to $6.9 million to cover 
certain design changes and cost escalation of labour and material. 


A clause in the contract provided a penalty of $750 a day from October 31, 1962 
until the vessel’s delivery at the shipyard fully completed because the Department of 
Energy, Mines and Resources planned to use the ship on an international hydrographic 
expedition in the Indian Ocean in 1963. The vessel was provisionally accepted by the 
Department of Energy, Mines and Resources on December 22, 1963 but unfortunately, 
due to defects and deficiencies, it did not become operational until November 1964. 


In April 1964 the contractor advised the Department of Supply and Services that 
his costs had exceeded the contract value by some $2.5 million due mainly to design 
changes and delays caused by the Crown. An audit by the Audit Services Bureau in 
February 1966 confirmed the contractor’s costs. 

The contractor’s request for reimbursement of his costs was then referred to the 
Department of Justice, the final outcome being waiver of the penalty for late delivery 
and an award of $575,000 by the Exchequer Court of Canada in November 1969. This 
amount had been offered by the Crown in September 1969. The award, which was paid 
during the year, was recorded as an expenditure of the Department of Supply and 
Services even though the Department of Energy, Mines and Resources owns the ship, 
had paid the contract price from its appropriations, and appears to have been respon- 
sible for much of the delay. 

Departmental studies that led to the Crown’s offer in September 1969 noted that 
there had been no clear division of responsibility between the departments involved 
and their agents until January 1962, with the result that there were delays in decision 
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making including failure to promptly resolve problems associated with the design and 
specification of major equipment. However, there was some doubt that these delays 
were significant in relation to other delays for which the contractor was responsible. In 
view of this background, the award of $575,000 may be described as a non-productive 
payment. 


168. Surplus Queen’s Printer’s publications. In our 1968 Report we referred to 
the need for effective planning and pricing controls in the printing of government publi- 
cations held for sale or free distribution, and in our 1969 Report (paragraph 176) we 
gave examples of the over-estimating of sales potential leading to excessive stocks on 


hand. 


At April 1, 1969 the Queen’s Printer’s bulk publications store, which supplies 
government and commercial retail bookshops, contained some 50,000 titles and the 
stock on hand was valued at about $7 million retail. During the year the Publications 
Condemnation Board authorized the disposal of some 3,000,000 copies of publications 
with a retail value of about $2.5 million as surplus to sales requirements and occupying 
valuable storage space which could be used for other purposes. These represented 
18,000 titles and were disposed of mainly as scrap paper although some titles were 
distributed free to educational and other organizations. The prices of a number of 
publications which were retained were reduced to encourage sales. The following are 
examples of the publications which were declared surplus: 


1. The Revised Statutes of Canada, 1952 are becoming increasingly obsolete as a ready source 
of reference and a new revision is being printed. Some 15,000 individual bound volumes 
(2,500 sets) of the Revised Statutes and 9,700 bound and 29,900 unbound volumes of 
the annual Statutes of Canada were disposed of as scrap paper. These had a retail value 
of $530,000. Information is not available concerning the number of these Statutes 
originally printed. 

2. Catalogues are published for each of the several exhibitions sponsored by the National 
Gallery of Canada each year. During the year some 60,000 catalogues for 1966 and 
earlier exhibitions with a retail value of $63,000 were scrapped because demand is 
limited after an exhibition closes. Included were 8,400 copies of the original 10,500 
catalogues ordered for the 1964 exhibition of German Arts and Crafts and 4,500 copies 
of the 6,000 copies ordered for the 1965 exhibition of French Paintings from the Louvre. 

3. Royal Commission reports with a retail value of $199,000 were disposed of as scrap 
paper. Included were 6,100 copies of the Report of the Royal Commission on National 
Development in the Arts, Letters and Sciences, 1949-1951 with a retail value of $4.50 each. 
There is no record of the quantity originally printed. 

4. The Index to Reports of the Geological Survey of Canada from 1927 to 1950 was published 
in 1962 with a selling price of $13.00. Some 1,200 of the 1,900 copies originally printed 
were disposed of as scrap paper. 

5. Arctic Canada from the Air was published in 1957 with a retail price of $10.50. Of the 
3,300 copies originally printed, some 600 copies were scrapped and 340 copies remain 
on hand. 

6. An additional 4,900 copies of Canadian Expeditionary Force 1914-1919 were printed in 
1963 and 1964. There were 3,000 copies on hand priced at $8.50 each, of which 1,800 
copies were scrapped. 
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7. The publication Tuktu dealing with the survival of caribou was published in 1965 and 
13,200 copies were printed. The sale price was $2.00 per copy. There were 7,600 copies 
on hand of which 5,800 copies were distributed free to provincial departments of 
education. 


8. During 1963, 3,000 additional copies of the National Museums of Canada publication 
Roundelays, Dansons a la Ronde were reprinted to be sold for $3.25 a copy. Some 1,460 
of the 1,800 copies remaining on hand were distributed free to provincial departments 
of education. 


9. Some 200,000 postcards of National Gallery of Canada reproductions and other types of 
postcards which were purchased mainly for the sales desk at the National Gallery were 
disposed of as free issue. Selling prices had varied from 5 cents to 25 cents. 


The following cases illustrate how surplus stocks sometimes occur: 


1. In December 1965, the Queen’s Printer ordered the reprint of Volumes I, II and III of 
the Official History of the Canadian Army in the Second World War, 3,000 sets in English 
and 1,000 in French. Due to delays in obtaining revised maps from the Department of 
National Defence, these 1966 editions were not received until February 1968. In the 
meantime, stocks of Volumes II and III of the 1960 French edition in quantities greater 
than ordered for the 1966 edition were located in the bulk publications store. On hand 
at March 31, 1970 were: Volume II, Les Canadiens en Italie 1943-45, 1,335 copies of the 
1960 edition and 969 of the 1966 edition; Volume III, La Campagne de la Victoire, 
1,650 copies of the 1960 edition and 906 of the 1966 edition. The selling price is $9.50 
for Volume II and $9.00 for Volume III. 


2. In March 1966, 56,000 art reproduction posters were purchased at a cost of $8,400. The 
posters were acquired at the suggestion of the Canadian Broadcasting Corporation and 
were to be sold in connection with a series of art appreciation programs prepared by 
the Corporation. The programs were never presented and there has been no demand or 
use found for the posters. 


169. Errors in salary payments by the Central Pay Division. The Department of 
Supply and Services is responsible for the verification of documentation and the calcula- 
tion of the pay of the majority of federal public servants. Some 160,000 persons are paid 
by the Department’s Central Pay Division in Ottawa and some 70,000 by various other 
paying offices of the Department. 


Prior to 1968-69 our examinations at the Central Pay Division indicated that the 
systems and procedures in use had been operating in a satisfactory manner. However, 
in 1968-69 our examinations indicated that the Central Pay Division had been unable 
to cope with the increased workload resulting from the advent of collective bargaining. 
As a consequence the error rate had risen to an unacceptable level and it was obvious 
that the development of a more automated system, then being planned, should be speeded 
up to realize the full potential of computer techniques as soon as possible and that the 
introduction of an internal audit completely divorced from the Central Pay Division 
routine, which was under consideration, should be effected without delay. (See paragraph 
178 of our 1969 Report.) 


In 1969-70 our examination disclosed fewer errors in regular current salaries but 
there were still a considerable number of errors in retroactive salary adjustments and in 
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statutory deductions. Improvements have been made in staff training and progress is 
being made in the development of a more automated system. We understand that 
proposals for a new pay system shortly to be placed before the Treasury Board include 
provision for an internal audit independent of the normal processing routine. 


170. Errors in Public Service Superannuation Account pension and contribution 
calculations. In our Reports to the House for the past nine years (paragraph 179 in 1969) 
we have pointed out that our annual test audit of the superannuation accounts continued 
to disclose a high incidence of error in the pension and contribution calculations. The 
Public Accounts Committee has recorded its concern that the matter was taking so long 
to be corrected and requested the Auditor General to continue to keep the Committee 
fully informed (see Appendix 1, item 6). Last year we noted that procedures designed 
to verify the employee’s contributions in relation to his salary and the documents on file, 
along lines long recommended by the Audit Office, had not achieved the desired results 
primarily because the salary, services and contributions information relied upon in the 
verification procedures continued to include estimated figures. A computer program was 
introduced on April 1, 1969 to identify differences between payments and the related 
estimates, and an initial problem with this program in the early months of the year has 
since been overcome. 


Our test audit in 1969-70 disclosed little change in the incidence of error. During 
the year new staff training methods were introduced, as reeommended in a departmental 
management survey report, and the internal audit is being improved and separated from 
the normal processing procedures, as has been recommended by the Audit Office for a 
number of years. 


171. Improper accounting for revenue. Transport Vote 30, which provided for 
administration, operation and maintenance costs of Air Services, also authorized the 
spending of revenue up to an amount of $36,243,000. 


At major airports the Department of Transport operates public car parking lots 
which are managed by agents who are under contract. Although there are differences in 
the bases of compensation for these services, most contracts provide for the payment of 
actual labour costs, within specified limits, plus a management fee. Revenue from these 
operations is deposited intact to the credit of the Receiver General while operating 
expenses and the management fee are paid by cheque drawn on the Receiver General. 


As indicated in last year’s Report (paragraph 181), the accounting procedures fol- 
lowed with respect to the revenue and expenditure arising from these operations include 
the temporary accumulation of the revenue in suspense accounts. During the year the 
remuneration of $240,000 paid to the agents at seven airports was recorded as a charge 
to these accounts. The same procedure was followed with respect to an outlay of $31,000 
at two airports for parking lot equipment. In the same manner, a fee of $12,000 with 
respect to the collection of landing and parking fees for unscheduled and itinerant air- 
craft at one of the major airports was met from the fees collected. 
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The result of these costs being charged to the suspense accounts, to which associated 
revenue had been credited, instead of being included in the expenditure totals of the 
Department, was that the expenditure for the year was understated, and the year’s 
revenue total was also understated because it reflected only the net revenue after the 
expenses referred to had been deducted. We remain of the opinion that this accounting 
procedure cannot be considered satisfactory as it not only resulted in the understatement 
of both the year’s revenue and expenditure but also permitted the spending authority 
to be exceeded without this being apparent. If the revenue and expenditure had been 
recorded on a gross rather than a net basis, the expenditure from Vote 30 would be shown 
as exceeding by $61,000 the amount made available by appropriation. 


172. Method of financing construction and acquisition of ferry vessels for the Prince 
Edward Island Ferry Service. In paragraphs 54 and 210 of this Report we refer to the 
practice of recording as revenue-producing assets certain amounts provided to Crown 
corporations and others which do not have the means to repay them. The Public Ac- 
counts Committee is of the opinion that “expenditures of this type are not loans or 
advances which can or should be regarded as revenue-producing assets but are in fact 
grants and should be charged directly to budgetary expenditure in the Public Accounts 
of Canada’. (See Appendix 1, items 7 and 22.) Notwithstanding this, the practice has 
now been extended to the Department of Transport with respect to the acquisition of 
vessels for the Prince Edward Island Ferry Service. 


Vote L107b, Appropriation Act No. 1, 1969, 1968-69, c.23, authorized loans in 
1968-69 and subsequent fiscal years in the amount of $16,000,000, on such terms and 
conditions as the Treasury Board may approve, for the construction and acquisition of 
ferry vessels and related equipment. No indication was given as to whom the loans were 
to be made. 


In March 1969 the Department of Transport acquired a second-hand ferry vessel, 
renamed the M.V. Lucy Maud Montgomery, at a cost of $4,035,000, which was charged 
to a loan account. In 1969-70 additional charges relating to the acquisition of this vessel, 
$993,000 for duty and $453,000 for conversion costs, increased the charge to the loan 
account to $5,481,000. 


In November 1969 the Department was authorized to enter into a contract for the 
construction of two vehicle and passenger ferries at an estimated cost of $10,636,000. 
During the year the loan account was charged with $407,000, comprising $307,000 for 
progress payments under the construction contract and $100,000 for payments to the 
naval architects for the design of, and professional services with respect to, the new 
vessels. 


The Department intends to amortize the cost of each vessel over a 20-year period, 
commencing when the vessel enters service, by means of an annual charge to the Prince 
Edward Island Ferry Service Deficit. 


The M.V. Lucy Maud Montgomery entered service in June 1969 and an amount of 
$582,000 was charged to the 1969 Deficit which was covered by Transport Vote 15. 
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Of this amount, $416,000, being interest for a period of one year on the advance from 
the loan account for the acquisition and conversion of the vessel, was credited to the 
Department’s Non-Tax Revenue account “Return on Investments”, and $166,000, being 
the amount allocated to amortization of the cost of the vessel, was credited to the loan 
account. The Department’s calculation of the amount required in 1969-70 for amortiza- 
tion of the cost of the vessel was $126,000 but $166,000 was charged to Vote 15 to use 
the surplus funds in that Vote, thus reducing these to $13 which lapsed. This practice 
not only gives wrong information concerning the actual deficit of the Prince Edward 
Island Ferry Service in the year but weakens parliamentary control over government 
spending. 


173. Indirect subsidy for replacement of municipally-owned ferry vessel, Prince 
Rupert, B.C. In our 1969 Report (paragraph 183) we drew attention to the agreement 
between the Department of Transport and the City of Prince Rupert under which the 
City has been operating a departmental vessel to provide a ferry service for depart- 
mental employees between the City and the airport on nearby Digby Island. The agree- 
ment, effective August 16, 1961 and subsequently extended for successive two-year 
terms, called for payments by the Department to the City at the rate of $12,000 per 
annum, increased to $26,000 per annum effective August 16, 1965. However, if in any 
year the operation of the departmental vessel, and one owned and operated by the City 
in the same service, jointly produced a surplus, such surplus, up to the amount of the 
Department’s payment in that year, was to be paid to the Department. 


While an undertaking by the City to provide an annual financial statement prepared 
by an independent auditor was not carried out, statements certified by a civic official 
covering the period August 16, 1961 to December 31, 1967 showed there had been an 
operating loss for each year to December 31, 1965 and surpluses of $59,200 in 1966 and 
$23,300 in 1967. The City transferred both surpluses, including $49,300 which under the 
agreement it was obligated to repay to the Department, to a reserve for the replacement 
of the municipally-owned ferry, and indicated its intention to continue this practice. 
It was the Department’s view that its payments need not be recouped because they 
were less than it would cost it to operate its ferry and to pay for the transportation of 
vehicles and personnel on the City’s ferry, for which no charge was being made. 


In 1968 and 1969 the operation produced surpluses of $42,400 and $63,000 respec- 
tively. Although the Department paid $26,000 to the City for each calendar year, the 
agreement has not been extended beyond August 15, 1969. Accordingly $16,200 of the 
amount paid in 1969 may be considered as applicable to the agreement which expired 
on August 15, 1969 and $9,800 to an agreement to be completed for the ensuing year. 


Thus a total of $91,500 was owing to the Department with respect to the surpluses 
from operations for the period January 1, 1966 to August 15, 1969 and retention of this 
amount by the City for the purpose intended constitutes a grant-in-aid which, if it is to 
be allowed to stand, requires parliamentary sanction. 
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174. Subsidization of accommodation and messing for single employees, Gander, 
Nfld. In our 1969 Report (paragraph 188) we referred to an agreement entered into by 
the Department of Transport with a hotel operator in November 1961 for the provision 
of 60 furnished and serviced rooms, and meals, in order to alleviate a shortage of suit- 
able accommodation for its single employees at Gander. We pointed out that although 
the annual cost to the Department during the first six-year term was $2,000 per person, 
the employee had been assessed only $900 per annum (increased to $960 in July 1967), 
so that the Department was providing an annual subsidy of $1,100 per person. In 1968 
under a renewed and amended agreement for a two-year term for 45 employees, the 
annual cost per individual increased to over $3,000 while the charge to the employee 
remained at $960, so that the Department’s annual subsidy increased to over $2,000 for 
each employee—a total of about $93,000 per annum. We suggested that the basic amount 
being assessed against the employees was inadequate. 


During the year the agreement was extended for a period of six months, to July 15, 
1970, in order that the Department could conduct negotiations with the hotel operator 
and investigate a completely new arrangement for accommodation and board. The 
charge to employees remained at $960 throughout the year but was increased to $1,200 
effective April 1, 1970. 

Subsequent to the year-end the agreement was further extended to September 30, 
1971 but the Department indicated that employees, other than trainees, assigned to 
Gander subsequent to October 1970 are not to occupy subsidized accommodation and 
that the charge to employees presently occupying such accommodation was to be in- 
creased to an annual rate of $1,500 effective October 1, 1970 and $1,800 effective April 1, 
1971. For trainees, the vast majority of whom are assigned to air traffic control work, 
the Department is to continue to provide subsidized accommodation charging only 
$1,500 per annum in order that the departmental training program will not be affected. 
As a result of these changes, the departmental estimate of its subsidy for the year ending 
September 30, 1971 is $65,000. 


175. Additional cost of lighthouse, Prince Shoal, Que. In 1962 the Department of 
Transport entered into a contract at a lump sum price of $497,000 for the construction 
of a pier and superstructure for a lighthouse at Prince Shoal. The contract called 
for a caisson in the form of a steel crib with a concrete bottom to be sunk into position 
by the Department before construction of the pier could commence. 


The contract specified a completion date in November 1962. However, unexpected 
difficulties in the construction of the pier arose and the contractor asked, at the end of 
the 1962 construction season, that the lump sum contract be replaced with a cost plus 
fixed fee contract. A recommendation to this effect by the Department was not acceptable 
to the Treasury Board, but the Board did agree to compensate the contractor for addi- 
tional costs for which the Crown was morally responsible. 


With this understanding the contractor continued the work to completion in March 
1964 and was paid $640,000, which included an amount of $148,000 for additional work. 
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In November 1964 the contractor submitted a claim for additional costs in the 
amount of $574,000. Following a review of this claim, including an audit of the con- 
tractor’s accounts which established a balance of unpaid costs of $510,000, an amount of 
$159,000 was offered in 1966 in full and final settlement. The offer included $100,000 for 
changes in the scope of the work. Of the balance, an amount of $45,000 represented 
additional costs incurred during the 1962 construction season which were attributed to 
delay caused the contractor when unforeseen tidal currents at depth caused the caisson, 
when being placed in position by the Department, to be rotated in such a manner that 
his approach to the caisson at slack water was limited to twice instead of four times 
a day. 


The offer was refused by the contractor and in November 1967 a Petition of Right 
was served against the Crown in the amount of $704,000. Subsequent negotiations re- 
sulted in the claim being settled out of court. The contract was increased by $300,000 
and payment was made in September 1969, bringing the total cost to $940,000. 


176. Additional cost due to interruption of dredging operations. In July 1967 the 
Department of Transport entered into a contract at an estimated cost of $943,500 for 
capital dredging in the Verchéres-Contrecoeur Channel of the St. Lawrence River. 


A few weeks after the project commenced in August 1967 the Municipality of 
Contrecoeur remonstrated that its domestic water supply had been contaminated, as a 
result of the dredging operations, to the point of rendering it undrinkable and 
threatened legal action to have the project stopped. The Department, with the concur- 
rence of the contractor, authorized suspension of the dredging operations on September 
26, 1967, until the Municipality could construct a proposed new filtration plant. 


Dredging operations were resumed in the spring of 1969, the new filtration plant 
having been in operation since December 1968, and the contract was completed at a 
cost of $1,028,700, including an additional cost of $30,500 paid to the contractor for the 
removal of his equipment from the site in the autumn of 1967 and for its reinstallation 
at a later date. 


177. Awards under the Pension Act. In previous Reports (paragraph 191 in 1969) 
we have referred to recommendations in the Eighth Report 1964-65 of the Public Ac- 
counts Committee which were designed to overcome shortcomings in the Pension Act, 
R.S., c.207, (see Appendix 1, item 11). These shortcomings made it difficult to determine 
whether or not certain awards were in conformity with the provisions of the Act, par- 
ticularly those awards granted on a discretionary or compassionate basis and to persons 
in a dependent condition. 


We also pointed out that clarification of certain sections of the Pension Act was 
particularly necessary because the usual checks provided for the protection of the Crown 
did not operate with respect thereto. Subsections (1) and (5) of section 5 read as 
follows: 


(1) Subject to the provisions of this Act and of any regulations, the [Canadian Pension] 
Commission has full and unrestricted power and authority and exclusive jurisdiction to deal 


116 REPORT OF THE AUDITOR GENERAL — 1970 


with and adjudicate upon all matters and questions relating to the award, increase, decrease, — 
suspension or cancellation of any pension under this Act and to the recovery of any over- | 


payment that may have been made; and effect shall be given by the Department [of Veterans 
Affairs] and the Receiver General to the decisions of the Commission. 


(5) The Commission shall determine any question of interpretation of this Act and the 
decision of the Commission on any such question is final. 


Not only is the Department of Veterans Affairs, in fulfilling its functions with 
respect to the payment of pensions and recovery of overpayments, thus barred from 
taking its normal part in protecting the Crown but the advice of the Department of 
Justice is not available in the interpretation of the conflicting provisions of the Act. 


The Woods Committee, which was appointed by the Minister of Veterans Affairs 
to survey the organization and work of the Canadian Pension Commission including the 
interpretation of such sections of the Pension Act as in the opinion of the Committee 
should be considered, issued its report on March 22, 1968. The Committee’s recommenda- 
tions for the most part were concerned with the provision of greater benefits and no 
mention was made of the recommendations of the Public Accounts Committee. The 
White Paper on Veterans Pensions, issued by the Minister of Veterans Affairs on Sep- 
tember 9, 1969, dealt only with the recommendations in the Woods Committee report 
and, although it recognized the need for further study of the Pension Act, its proposals 
did not deal directly with the recommendations of the Public Accounts Committee. 


The Public Accounts Committee in May 1969 considered the comments by the 
Minister of Veterans Affairs with respect to its earlier recommendations but it made no 
further recommendation. 


The Second Report of the Standing Committee on Veterans Affairs, on the survey 
of the organization and work of the Canadian Pension Commission, was presented to the 
House on June 22, 1970. The recommendations contained in the report included reference 
only to one matter which had been the subject of a recommendation of the Public 
Accounts Committee. This was the reference to section 25 of the Act pertaining to 
pensions granted on discretionary or compassionate grounds. The Committee recom- 
mended that section 25 of the Pension Act remain in its present form, that the Canadian 
Pension Commission make fuller use of section 25, and that, in the applications under 
section 25, the calibre of service of the applicant need not necessarily be a factor and the 
person on whose behalf application was made need only meet the ordinary standards of 
service. These recommendations appear to run contrary to the recommendation on section 
25 of the Act made by the Public Accounts Committee. 


178. War veterans allowances. In prior years’ Reports (paragraph 192 in 1969) we 
have drawn attention to the Public Accounts Committee’s Eighth Report 1964-65 (see 
Appendix 1, item 12), in which it recommended that in the administration of the War 
Veterans Allowance Act, R.S., c.340, all cases of deliberate deception in respect of awards 
under the Act be prosecuted and that where the presence of a child is the reason for an 
award at married rates, the income of the child, unless exempted by the Act, be taken 
into account in determining the amount of the award. 
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As a veteran’s entitlement to an allowance varies directly with his annuai income, 
overpayments which are beyond the control of the Department of Veterans Affairs con- 
tinually occur. When detected, the majority of these are recovered from future allow- 
ances. If the allowance has been terminated the Department tries to effect recovery from 
other sources. The known outstanding overpayments at March 31, 1970 amounted to 
$3.9 million. 


One of these overpayments which amounts to $11,000 is described in departmental 
files as “the most flagrant case of WVA overpayment on our records, and clearly is one 
where willful fraud is involved”. This case had been referred to the Department of 
Justice in May 1969 for the initiation of legal proceedings. Fourteen months later, in 
July 1970, a Regional Director of the Department of Justice wrote to the Director of 
Legal Services of the Department of Veterans Affairs stating that there appeared to be 
ample evidence that a fraud had been committed under the Criminal Code but because 
of the delay which had occurred in instituting proceedings, for much of which he assumed 
responsibility, “it might be suggested to the Department of Veterans Affairs that the 
whole matter be reconsidered”. The proceedings were abandoned and we are informed 
that the decision was based “partly on the advice of the Department of Justice, partly on 
our belief that Parliament intended offences under the Act to be prosecuted promptly 
(War Veterans Allowance Act provides for one year limitation) and also because a pro- 
secution when the facts leading to it are stale would be contrary to public interest’. 


We understand that the Department is giving consideration to other possible means 
of effecting at least partial recovery. 


179. Federal-provincial shared-cost programs. Although information regarding 
Canada’s contribution towards each sizable federal-provincial shared-cost program 1s 
available in Volume II of the Public Accounts in the details of expenditure of the de- 
partments administering the contributions, there is no consolidation showing the sub- 
stantial overall total of federal contributions to these programs. In previous Reports 
(paragraph 194 in 1969) we expressed the view that it would be informative to the House 
if a detailed summary of the numerous federal-provincial shared-cost programs, showing 
the federal share of the costs, were more readily available, and suggested that this be 
included as an appendix to the Public Accounts. This suggestion has not yet been con- 
sidered by the Public Accounts Committee. 

Canada participated with one or more of the provinces in 90 shared-cost programs 
in 1969-70 as compared with 104 reported in 1968-69 as follows: 


1969-70 1968-69 
Costs shared with: 
POE LON EC ee ac NE NS Kg RT eS MH AGN bls SORTS es & Bienes Whe Beas 22 pots 
Moréshah one but nov ally provinces eee ee roa Cee lee ces Gees « 36 44 
Ol Onan Dro VINGG. toss LELe ch A ihn Ghd AUS. PORE MLA SRR OR be 32 38 
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The decrease of 14 programs reflects the completion or discontinuance of 17 for 
which the costs were shared in 1968-69, the elimination of five which are not con- 
sidered to be true shared-cost programs and the commencement of eight new programs 
in 1969-70. 


The federal expenditures under these programs totalled $1,751 million in 1969-70 
compared with $1,510 million in 1968-69 and $1,328 million in 1967-68. A listing of 
expenditures by departments, under these programs, with comparable figures for the 
previous year, appears as Appendix 2 to this Report. These expenditures represent direct 
costs only and do not include federal administrative expenses. 


Not included in the total expenditures are tax abatements and tax equalization 
payments of $470,185,000 in 1969-70 and $426,676,000 in 1968-69 to the Province of 
Quebec following its election in 1965 under the Established Programs (Interim Arrange- 
ments) Act, 1964-65, c.64, to wholly administer and finance certain standing programs. 
These programs are hospital insurance and diagnostic services, Canada Assistance Plan, 
disabled persons allowances, old age assistance, blind persons allowances, unemploy- 
ment assistance and certain aspects of general health grants. 


In addition to the expenditures shown under Secretary of State for post-secondary 
education, there were tax abatements and tax equalization payments to all provinces 
relating to post-secondary education, totalling $336,517,000 in 1969-70 and $277,937,000 
in 1968-69. 


_ Expenditures on all programs are the subject of test audit by the Audit Office, the 
extent of the test in each case being determined by the nature of the program and the 
scope of the audits carried out by the provincial auditors prior to the submission of 
claims and by the Audit Services Bureau of the Department of Supply and Services in 
those cases where the Bureau is requested to carry out examinations. Many of the pro- 
grams are complex and their terms subject to varying interpretations and applications. 
Because of this, and the fact that the programs comprise a major portion of Canada’s 
total contribution, provincial records are examined by regional representatives of this 
Office annually in connection with all programs coming under the jurisdiction of the 
Department of National Health and Welfare excepting the newly introduced medical 
care program, all programs coming under the Department of Manpower and Immigra- 
tion and the agricultural and rural development program under the Department of 
Regional Economic Expansion. No examinations of provincial records are made in 
respect of expenditures on the remainder of the listed programs; all claims and support- 
ing documentation relating to these programs are examined by us at the depart- 
mental offices responsible for their administration, reliance being placed on the audit 
certificate given by the provincial auditors as to the validity and correctness of the 
charges and on the direct examinations made of many of these programs by the Audit 
Services Bureau. 
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180. Statements requested by the Public Accounts Committee. Included in sec- 
tion 10, “Appendices”, of Volume I of the 1970 Public Accounts are four state- 
ments prepared by the Receiver General for Canada showing additional information 
recommended for inclusion in the Public Accounts by the Public Accounts Com- 
mittee in its Ninth Report 1964-65. The attention of the House is directed to these 
statements. 


he 


EDUCATIONAL LEAVE COSTS GRANTED UNDER SECTION 57 OF THE PUBLIC SERVICE TERMS 
AND CONDITIONS OF EMPLOYMENT REGULATIONS—Appendix No. 14, page 10.30 

It will be noted from this statement that for 1969-70 the total costs in respect of 406 
employees amounted to $1,813,000. This compares with 506 employees and $1,503,000 in 
the previous year and 497 employees and $1,111,000 in 1967-68. 


LOSSES OF $1,000 OR MORE DUE TO ACCIDENTAL DESTRUCTION OF, OR DAMAGE TO, ASSETS 
WHICH WOULD NORMALLY BE COVERED BY INSURANCE HAD SUCH COVERAGE EXISTED— 
Appendix No. 15, page 10.31 

This statement shows that such losses amounted to $1,816,000 in 1969-70. The 
comparable amount in the previous year was $1,452,000. 


. REPORT OF SURPLUS MATERIAL DISPOSED OF IN 1969-70—Appendix No. 16, pages 10.32 


and 10.33 

A comparative summary of the surplus material disposed of in 1969-70 and in 1968- 
69, subject to the footnotes shown on the statements in the Public Accounts for those 
years, follows: 


1969-70 1968-69 
Value Value 
Cost obtained Cost obtained 
Surplus but serviceable............... $ 28,030,000 $ 1,619,000 $ 37,771,000 $ 3,485,000 


Obsolete but serviceable.............. 25 , 632,000 1,288,000 12, 265,000 368 , 000 
$ 53,662,000 2,907,000 $ 50,036,000 3,803 , 000 


Surplus*putrepairable ts! 207 eee, WIS... aR 3,318,000 3,086,000 


Si) dure hoa aA oe aA MM GA PAID 0 cota 1,417,000 1,141,000 
$ 7,642,000 $ 8,030,000 


. SUMMARY OF ACCOUNTS PROPERLY CHARGEABLE TO THE FISCAL YEAR 1969-70 BUT CARRIED 


OVER TO THE FISCAL YEAR 1970-71—Appendix No. 17, pages 10.34 to 10.36 
This statement is commented on in paragraph 51 of this Report. 


181. Losses through the fraud, default or mistake of any person. Section 70(1)(e) 
of the Financial Administration Act requires the Auditor General to report annually to 
the House of Commons every case in which he has observed that there has been a de- 
ficiency or loss through the fraud, default or mistake of any person. 
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During the year 87 losses totalling $77,592 were noted resulting from defalcations 
or other fraudulent acts of public officers, of which $37,145 was recovered, leaving net 
losses of $40,447. These are summarized as follows: 


Initial 

Number loss Recoveries Net loss 
Pextertial Allaire os )d ESCA, aly deca 1 S 27755 $ 2,371 $ 384 
Indian Affairs and Northern Development..... 1 308 308 

Manpower and Immigration................. 1 146 146 
NGtIGHEr DIGIONCG 5.6 wae ENG a Leen eta’ 4 1,098 165 933 

National Revenue— 

Customs and Excise Division............ 2 6,990 454 6,536 
TERRE POLE wa vihie sn nse RT ee te eas oD hs 1 1,528 609 919 
10 12,825 3,745 9,080 
PospORicewy YHA WO WA, BAe. 77 64,767 33,400 31,367 
87 $ 77,592 $ 37,145 $ 40,447 


The Post Office losses are chargeable to the Post Office Guarantee Fund and the 
other losses to the Public Officers Guarantee Account. None of this latter group had been 
charged to the Account at the year-end and only the External Affairs and Manpower 
and Immigration losses of $2,755 and $146 respectively have been reported in the Public 
Accounts for 1969-70, as required by section 98(38) of the Financial Administration Act. 

_ A net amount of $2,901 remaining from seven fraudulent losses reported by us in 
prior years had not been charged to the Public Officers Guarantee Account at March 31, 
1970 and, in fact, three of these, totalling $952, have never been reported in the Public 
Accounts. The oldest, amounting to $1,524, occurred in 1954-55. 

In addition to losses involving public officers, there are inevitably, in the admin- 
istration of the numerous and complex programs of the Government, many deficiencies 
through the fraud, default or mistake of individuals outside the Public Service. These, 
when encountered in our test examinations, are brought to the attention of the admin- 
istering department and, where significant, are commented on in our Report. (For 
examples, see paragraphs 122 and 178 of this Report.) 


182. Non-productive payments. The Public Accounts Committee in its Fifth Report 
1961, and again in its Sixth Report 1964-65, requested the Auditor General to include in 
his annual Report to the House of Commons any non-productive payments that came 
to his attention during the course of his annual audit. 

Since 1961, in compliance with this request, there have been included in the Auditor 
General’s annual Report details of non-productive payments that came to our attention 
during the course of the audit. Again this year we have sought to point out the under- 
lying causes, particularly where the circumstances appear to have been beyond the control 
of the department or agency to whose appropriation the charge was made. 


t 
| 
i 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 121 


The total of the non-productive payments this year is estimated at $4,174,000. Many 
of these originated in prior years but in most cases a payment was made in 1969-70. Of 
these cases, 22 have been described in the foregoing paragraphs while the remaining 19 
are as follows: 


be 


2. 


ADDITIONAL COST DUE TO DELAY IN AWARDING CONTRACT, OHSWEKEN, ONT. In February 
1968 the Department of Indian Affairs and Northern Development called tenders for the 
construction of a water treatment plant for the Village of Ohsweken, Six Nations Indian 
Reserve. The seven bids received were opened on March 1, 1968, the lowest being 
$104,500. 


Award of the contract was delayed pending adoption of a formal departmental 
policy for the financing of such installations. When it was decided in May 1968 that the 
project should proceed, the sixty-day period during which a tenderer is bound to enter 
into a contract if his offer is accepted had expired and the low bidder was no longer in a 
position to undertake the work. Treasury Board authority was obtained in July 1968 to 
award the contract to the second lowest bidder and construction was completed during 
1969-70 at a cost of $112,500, reflecting a non-productive outlay of $8,000. 


COST OF UNSATISFIED SERVICE CONTRACT, OTTAWA. In July 1965 a letter intended to 
serve as a contract was prepared in the Department of Indian Affairs and Northern 
Development. It provided for payment of $5,000 to a departmental official for assistance 
in making a comprehensive study and then formulating a detailed plan for an Indian 
leadership training program. The study was to commence on August 10, 1965, 
the day following the effective date of the official’s resignation. Ten per cent of the 
contract amount was to be withheld until a completed report was received. 


Payments totalling $4,500 were made to the former employee in 1965 and 1966, 
but attempts by the Department to secure the report were unavailing. During 1969 the 
purposes of the contract were met at a cost of $15,000 for fees and expenses under an 
agreement with another consultant. 


COSTS ARISING FROM CANCELLATION OF LEASE. In March 1967 the Treasury Board 
authorized the Department of Industry, Trade and Commerce to lease accommodation 
for the Canadian Government Travel Bureau in Hartford, Connecticut, for a three-year 
period ending on June 30, 1970 at an annual rental of US $9,890. The lease contained a 
renewal clause for two additional years with one year advance notice to be given prior 
to expiry of the lease. This option was exercised on April 21, 1969. 


In March 1970, some twenty-seven months before the lease was to expire, the 
Department decided, because of budgetary and staff restrictions announced by the 
Government and marketing developments in the travel field, to close the Hartford 
office, the least productive of the Travel Bureau offices in the United States. 


An agreement approved by the Treasury Board was reached with the landlord 
whereby the Department obtained a release from its obligations under the lease by 
paying a penalty of US $5,770, the equivalent of seven months rent, and by giving up 
title to the fixtures attached to the building, the counter and the carpeting having an 
original cost of approximately $2,500. 


COST OF STOPPING DEMOLITION OF HISTORICAL BUILDING, OTTAWA. In March 1968 the 
National Capital Commission advised the Department of Public Works that it was 
interested in a historical Crown-owned stone building near Sussex Drive, Ottawa, which 
was being administered by that Department and asked to be notified if and when the 
building was to be disposed of. Accordingly, the Department wrote in July 1968, with a 
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follow-up in December, stating that the building would soon be vacated and asking for 
instructions. Commission staff, apparently without reference to previous correspondence, 
replied stating that the Commission “‘has no interest in the building and would not 
object to its demolition’. However, after demolition had actually started in August 1969, 
the Commission renewed its original interest in preserving the building and obtained an 
Order in Council transferring the property to it. This resulted in a non-productive cost 
of $3,850 which was paid to the Department to reimburse it for the amount paid to close 
out the demolition contract. 


EXTRA COSTS ASSOCIATED WITH THE CONSTRUCTION OF AN UNDERGROUND LABORATORY 
BUILDING, OTTAWA. In December 1967, Defence Construction (1951) Limited award- 
ed a contract in the amount of $121,000 for the construction of an underground 
laboratory building for the Defence Research Board. Knowing that the water table was 
high at the site chosen, the design authority of the Department of National Defence 
specified that the walls and base slab were to be waterproofed using a cold-process 
method and drainage was to be provided by sub-floor tiles running through a gravel 
base to a sump and pump located in the building. Backfill was specified to be the native 
soil, a heavy clay with high moisture-retention qualities, and no provision was made for 
an exterior drainage system, the design authority being convinced that an adequately 
waterproofed wall would withstand the water pressure. 


Following completion of the walls in May 1968 water leaks were noticed and, when 
adjustments to the waterproofing failed to prevent the leaks, consultants were engaged 
to report on the cause and to make recommendations to prevent their recurrence. While 
the consultants’ report on the cause of the failures was inconclusive, they recommended 
that a hot-process waterproofing method be employed and this, combined with the 
decision to install weeping tile around the perimeter of the building and to use a perme- 
able gravel backfill, satisfactorily solved the problem. The cost of this remedial work, 
$28,500, was assumed by the Crown because it resulted from changes in specifications. 
The non-productive portion of this expenditure is estimated to be $17,600. 


ADDITIONAL COSTS DUE TO FAULTY SPECIFICATIONS, HALIFAX, N.S. In June 1967 Defence 
Construction (1951) Limited awarded a contract at a firm price of $1.1 million for the 
construction of a building to house a fleet club to provide mess and recreational facilities, 
limited overnight accommodation and storage for the personal effects of seamen serving 
in naval vessels operating out of Halifax. 


Subsequent to initial acceptance of the building in November 1968, rain water was 
found to have penetrated the brickwork of the second storey. This was attributed to 
faulty specifications and to some extent faulty workmanship. The contractor was 
instructed to remove and replace this brickwork giving effect to certain changes in 
flashing and venting specifications. The Crown’s share of the remedial cost was $16,600 
of which $15,000 may be considered non-productive. 


COST OF UNUSED ACCOMMODATION, NEW GLASGOW, N.S. In August 1966 the Department 
of National Defence entered into a five-year lease for accommodation for a recruiting 
detachment at a rental of $4,800 per annum. Because of a change in the recruiting organ- 
ization of the Department, the detachment was closed in September 1968. Between that 
date and June 1969 the accommodation was used periodically by a mobile recruiting 
unit and for a three-month period by a charitable organization free of charge. 

After unsuccessful attempts to sublet the premises the Department gave the lessor 
a cash settlement of $8,000 for the remaining 26 months of the lease, bringing the cost of 
the accommodation for the period when it was not used by the Department to $9,500. 
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COST INCURRED BY ACCEPTING FAIRING NOT MANUFACTURED TO SPECIFICATIONS. In May 
1969 the Department of Supply and Services awarded a contract at a firm price of 
$11,000 for the supply of fairing to be fitted to tow-cables used on ships of the Depart- 
ment of National Defence. 


On delivery in August 1969 the Department of National Defence discovered that the 
contractor had supplied fairing that was too large for the winch on which the faired cable 
was to be wound. The Department decided to accept the fairing after having received an 
estimate of $2,500 to modify the winch in the Department’s ship-repair unit and nego- 
tiating a $2,500 reduction in the supply contract. This reduction was subject to a down- 
ward adjustment should the final cost of modifications be less than $2,500. 


As the actual cost was $7,000, the Department incurred additional costs of $4,500 by 
accepting fairing that was not manufactured to specifications. 


. INCREASED CONTRACT COSTS DUE TO DELAYS AND PLANNING CHANGES. In January 1967 


the Governor in Council authorized the National Harbours Board to enter into a contract 
for the installation of radar equipment for Montreal Harbour in the amount of $259,000. 


After the contract was awarded the control of navigation in Montreal Harbour was 
transferred from the Board to the Department of Transport, resulting in changes and 
delays in completion of the contract. A building to house certain equipment was not 
completed on time and the island on which a satellite station was to be erected was found 
to be unsatisfactory, necessitating the location of the station on another island. These 
delays extended the completion of the work, the bulk of it being performed in 1968 and 
1969 instead of in 1967 as originally scheduled. This, together with the addition of 
certain extra items, increased the cost to $316,000, which included $12,000 for escalation 
of labour costs and $5,000 for interest on delayed payments in accordance with the terms 
of the contract. 


COST OF CORRECTING INCOME TAX NOTICE FORMS. Section 47A of the Income Tax Act, 
R.S., c. 148, provides that ‘‘the Minister may, with the approval of the Governor in 
Council, enter into an agreement with the government of a province to provide for tax 
transfer payments and the terms and conditions relating to such payments’’. 

In 1969, in anticipation of a prescribed rate of 35% for the tax transfer to the 
Province of Quebec, the Department of National Revenue, Taxation, authorized the 
printing of notices to be sent to employees resident in Quebec who were employed outside 
the Province. By the time it was realized that the rate of 39% would be in effect for 
1969, 208,500 copies of the notices had already been printed and 9,000 of these mailed 
to taxpayers. 

The Department had the notices reprinted at a cost of $900 indicating the 39% 
rate. Amended notices along with explanatory sheets were sent to recipients of the 
original notices at an estimated cost of $300 for postage bringing the non-productive 
expenditure to $1,200. 


ADDITIONAL COSTS AS A RESULT OF PLANNING CHANGES, MONTREAL, QUE. In 1965 the 
Department of Public Works engaged a firm of architects to design, prepare working 
drawings and specifications for, and subsequently supervise construction of, an office 
building in Montreal to accommodate the Distribution Branch of the National Film 
Board. In our 1967 Report reference was made to the decision that a structure providing 
twice as much space as originally contemplated was required. As a consequence the con- 
sultants were paid $2,745 as compensation for the preparation of preliminary drawings 
that had to be abandoned. 
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Early in 1969 a contract for the construction of the building was awarded in the 
amount of $3,066,000, and by the end of 1969-70 the contractor had been paid $2,663,000 
and the consultants had received a total design fee of $136,000. 


This total design fee included, in addition to the $2,745 paid for the abandoned 
drawings, further fees totalling $21,000 received by the consultants in 1969-70 for re- 
visions to plans and specifications. These additional fees included an amount of $13,000 
for changes associated with decisions to undertake the project in three phases rather 
than one and to cancel the provision made for the ultimate addition of another two 
floors. The remaining $8,000 related to modifications necessitated by reorganization of 
the National Film Board after the final plans had been approved. 


ADDITIONAL COST DUE TO CONSTRUCTION DELAY, BURLINGTON, ONT. In September 1968 
the Department of Public Works, on behalf of the Department of Energy, Mines and 
Resources, awarded a contract in the amount of $337,000 for dredging and hydraulic 
fill at the Canada Centre for Inland Waters, Burlington. 


During the course of the work the contractor encountered debris, which had evident- 
ly been dumped from scows by parties unknown, and which was not indicated in the 
contract documents. He claimed that the debris created a substantial slow-down in prog- 
ress and also damaged the hydraulic dredge, resulting in additional delay. In January 
1970 the Department of Public Works paid him $19,400 as compensation for the delay 
and $4,100 in respect of the damage to the equipment. These amounts together with 
other extras to the contract, largely for additional dredging, brought the final cost of the 
project to $439,000. 


COST OF PLANS ABANDONED AS A RESULT OF DESIGN CHANGES, WALKERTON, ONT. In 1965 
consultants were engaged by the Department of Public Works to carry out architectural 
services in connection with the proposed construction of a two-storey building with a 
basement, to house several departments at Walkerton. 


The need for additional soil testing at the site acquired for the building was pointed 
to by the consultants when submitting the preliminary drawings for approval. As there 
was some urgency, the Department instructed the consultants to proceed with working 
drawings and at the same time it undertook additional soil tests. These indicated a high 
water table and low soil-bearing value and in the light of this information the consultants 
were directed to develop plans for a single-storey building without a basement. An 
amount of $10,400 was paid to the consultants in 1967-68 and 1968-69 for plans for the 
original concept that were abandoned when 70% completed. 


UNUSED PLANS FOR MALTON POST OFFICE, MISSISSAUGA, ONT. In 1965 architects were 
engaged by the Department of Public Works to design, prepare working drawings and 
specifications for, and supervise construction of, a post office building at Malton. In 

1967-68 the consultants were paid $9,500 of which $8,400 represented the design fee on 
an estimated construction cost of $255,600 and the balance compensation for a sketch 
plan of a two-storey building and for additional copies of the drawings and specifications. 


Meanwhile it had been found that the site acquired during 1966 was not considered 
by the Municipality to be adequate. Build-lease tenders were called in March 1968 in an 
attempt to meet the urgent accommodation requirement, but no bids were received nor 
were subsequent negotiations with entrepreneurs successful. It was decided to revert to 
Crown construction, and for that purpose authority was obtained in December 1968 to 
purchase municipal land immediately adjoining the existing Crown-owned property in 
order to provide an acceptable site. 
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With a view to effecting economies, the consultants were requested early in 1969 to 
redesign the building under a new commission. Construction was completed during 1969- 
70 at an actual cost of $157,000, with the architects receiving the full fee of $8,600 thereon, 
which was additional to the $9,500 paid previously in respect of the abandoned concept. 


COST OF ABANDONED PLANS, NEW RICHMOND, QUE. In 1965 the Department of Public 
Works appointed a consultant to provide architectural services in connection with the 
construction of a federal building at New Richmond. Fluctuating requirements, related 
primarily to the separation of the National Employment Service (now the Canada Man- 
power Division) from the Unemployment Insurance Commission, prolonged the term 
of the engagement and resulted in significant planning changes. 


During 1967-68 the architect was paid $10,600 for abandoned design work. How- 
ever, in 1969-70 a value of $1,200 was attached to the planning salvaged and that amount 
was recovered by deduction from moneys due in respect of the final concept, thus re- 
ducing the non-productive cost to $9,400. 


COST OF CANCELLING BUILD-LEASE ARRANGEMENT, STROME, ALTA. When the operation 
of certain post offices was reviewed by the Post Office in 1966, the post office at Strome 
was one of those which met the qualifications for improved facilities. Accordingly, the 
Department of Public Works obtained authority in November 1968 to provide the re- 
quired accommodation on a build-lease basis, involving payment of an annual rent of 
$3,240 for a period of 20 years. 


In May 1969 the Department of Public Works was requested to cancel the under- 
taking, a check by postal officials having revealed that activities at Strome had fallen 
well below the criteria set for upgrading of such offices. The entrepreneur, who had com- 
menced construction, agreed to settle either for complete cancellation at a cost of $9,500 
or for payment of $5,500 and a build-lease arrangement elsewhere. The latter proposal 
was accepted. Eaglesham, Alta., was selected as the site of the alternative building, and 
in September 1969 the amount of $5,500 was paid out in respect of the costs incurred at 
Strome. 


COST OF UNUSED SPACE, MONCTON, N.B. As an expedient, the Department of Public Works 
entered into a five-year lease commencing October 1, 1966 at an annual rental of $2,300 
to provide immediate accommodation at Moncton for staff of the Canada Pension Plan. 
The intention was to move these occupants to more suitable space when it became avail- 
able and to have the premises used by another department or agency. 


The Canada Pension Plan organization was relocated in December 1968, but a re- 
placement tenant could not be found. In November 1969, after lengthy negotiation, the 
lessor was paid $3,000 in lieu of the amount due under the lease from October 31, 1969. 
This payment, together with rental outlays of $2,000 for the period January 1 to October 
31, 1969, brought the cost of the unused space to $5,000. 


COST OF UNUSED SPACE, CASTLEGAR, B.C. In order to provide the Unemployment Insur- 
ance Commission with additional space, the Department of Public Works entered into 
a lease covering space on the first and second floors of a building in Castlegar for a term 
of three years commencing August 1, 1967, at a rental of $16,000 per annum. 


The Commission informed the Department in June 1969 that because of changed 
operational requirements the second floor accommodation could be relinquished. As 
another occupant could not be found, surrender of the surplus area was negotiated with 
the lessor and in October 1969 a payment of $2,000 was made as compensation for 
release of the space thirteen months prior to expiry of the lease. 
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19. PAYMENT FOR UNUSED WATER AND SEWAGE FACILITIES, BATH, ONT. In item 17 of para- 


graph 197 of last year’s Report, we drew attention to a non-productive payment of 
$5,900 by the Canadian Penitentiary Service for unused water and sewage facilities. The 
payment, which covered the period June 1968 to March 1969, was made under an agree- 
ment with the Village of Bath, and with the Public Utilities Commission of the Village, 
whereby water and sewage treatment systems were constructed which would service the 
nearby Millhaven Institution. After initial capital contributions by the Crown towards 
the construction costs, the agreement provides for monthly payments of a fraction of the 
cost of operating, maintaining and repairing the facilities. Millhaven Institution was 
still under construction and no use had been made of the facilities. 

During the year the Penitentiary Service paid $9,600 to the Village as its share of 
the cost of operations for the period April 1969 to March 1970. As the Millhaven In- 
stitution was still not in operation at March 31, 1970, no use was made of the facilities 
during the year and the $9,600 is a further non-productive payment. 
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183. The Statement of Assets and Liabilities as at March 31, 1970, with comparative 
figures as at the end of the preceding year, prepared by the Receiver General for in- 
clusion in the Public Accounts as required by section 64 of the Financial Administration 


Act and certified by the Auditor General, is reproduced as Exhibit 2 to this Report. 


Assets 


184. The following table shows the assets at March 31, 1970, by main headings in 
the Statement of Assets and Liabilities, and the corresponding balances at the close of 


the two previous years: 


ROUTER IOI oa sneak sit aon oe ees $a 
Departmental working capital ad- 
MAUS is cs ks ARO nee es 
Cash in blocked currency............ 
Advances to the Exchange Fund 


Investments in United States dollar 
securities issued by other than the 
Government of Canada............ 

Canada Pension Plan Investment Fund 

Investments held for retirement of un- 
PiTE Vt by et O62 0) ap bbabaghe pines ele ad urke din dima eaede 

Loans to, and investments in, Crown 
BRIE hc Sire eee Khe an Fee SA 

Loans to national governments....... 

Other loans and investments......... 

Securities held in trust............... 

SPGIGHTEG COATES’. oe ce ee ee he ee ok 

Inactive loans and investments....... 


March 31, 1970 


$ 1,171,415,000 


200 , 962,000 
4,000 


3,220,400, 000 


58 , 042,000 
2, 832,734,000 


13,817,000 


9, 634,530,000 
1,327,928, 000 
2,333,584, 000 
114,363,000 
750,596, 000 
94,824,000 


21,753,199, 000 


546,384,000 


$ 21,206,815,000 


March 31, 1969 


$ 


981,374,000 


188,871,000 
1,914,000 


2,867,000, 000 


90,329, 000 
2,022,947, 000 


6,378,000 


8, 767,795,000 
1,269, 213,000 
2,114,340, 000 
111,466,000 
613,356, 000 
94,824,000 


19,129, 807,000 


$ 


546, 384, 000 


18,583,423, 000 


March 31, 1968 


$ 1,344,131,000 


186,540,000 
2,136,000 


2, 033,312,000 


122,617,000 
1,280, 788,000 


8,140,000 


7,935,611, 000 
1,206 , 084 , 000 
1,945, 156,000 
59,535, 000 
491,955 , 000 
94,824,000 


16,710,829, 000 


546,384, 000 


$ 16,164,445,000 


185. Current assets. The balances included under this heading at March 31, 1970, 
with the comparable balances at the close of the two previous years, were: 


oe 


March 31, 1970 


Securities held for the Securities Invest- 


THOUG ROOOUG os ac cnc aos sib co cess 


ee 


$ 1,171,415,000 


$ 1,030,431, 000 


97,370,000 
43,614,000 


March 31, 1969 
$ 884,933,000 


44,427,000 
52,014, 000 


$ 981,374,000 


March 31, 1968 


$ 1,260,654,000 


44,355,000 
39, 122,000 


$ 1,344,131,000 
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The $97,370,000 balance in the Securities Investment Account represents the amor- 
tized cost of securities of Canada held temporarily by the Minister of Finance under the 
authority of section 17 of the Financial Administration Act. 


The total of $48,614,000 shown for “Other current assets” comprises Post Office 
cash on hand and in transit, $23,676,000, and cash totalling $19,938,000 received by all 
departments after March 31, 1970 which was applicable to, and was recorded in, the 
1969-70 accounts. 


186. Departmental working capital advances. The balances included under this 
heading at March 31, 1970, with the comparable balances at the close of the two previous 
years, were: 


March 31, 1970 March 31, 1969 March 31, 1968 
Stockpiling of uranium concentrates...... $ 94,621,000 $ 87,236,000 $ 74,956,000 
Miscellaneous departmental accountable, 
imprest and standing advances........ 32,608,000 28 , 467 , 000 27 , 084, 000 
Defence Production Revolving Fund..... 27,600,000 34,549, 000 39,052,000 
HUI ANG COMARG 4s kes nes hee oe 18,784,000 14,857,000 15,559 , 000 
Tétansporvstores,..... 10. CURED oe. 8,184,000 7,999 , 000 11,409,000 
Canadian Government Supply Service.... 5,684,000 3,934,000 5,064, 000 
COLDBE wo oyu we emt, uldle sana chy fan hae 13,481,000 11,829,000 13,416,000 
$ 200,962,000 $ 188,871,000 $ 186,540,000 


The amount of $94,621,000 for stockpiling of uranium concentrates comprises the 
accumulated costs of acquiring, refining and storing these concentrates. 


The item “Miscellaneous departmental accountable, imprest and standing advances” 
includes travel and other advances held by departments, government agencies and in- 
dividuals over the year-end. The larger departmental totals of outstanding advances at 
March 31, 1970 were: Department of Labour, $14,619,000; Department of National De- 
fence, $11,894,000; Department of Communications, $1,302,000; and Department of 
Manpower and: Immigration, $1,069,000. 

The Defence Production Revolving Fund, established under the authority of sec- 
tion 16 of the Defence Production Act, R.S., c.62, provides funds to finance the cost of 
stocks of defence supplies and essential materials and for working capital loans and 
advances to manufacturers of such supplies and materials. 


187. Advances to the Exchange Fund Account. This Account is operated by the 
Bank of Canada on behalf of the Minister of Finance, and advances are made by the 
Minister from time to time within the maximum ($3,500,000,000 at March 31, 1970) 
authorized by the Governor in Council under section 23 of the Currency, Mint and 
Exchange Fund Act, R.S., c.315. The balance of the Account at March 31, 1970 was 
$3,220,400,000, comprising cash advances of $3,086,000,000 and Canada’s allocation of 
special drawing rights issued by the International Monetary Fund, $134,400,000. Special 
drawing rights are a new medium for use by participating countries as official foreign 
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currency reserves designed to increase international liquidity. The value of the net assets 
acquired from the advances to the Exchange Fund Account was $3,250,682,000 indicating 
an unrecorded surplus of $30,282,000. 

A summary of the holdings in this Account at December 31, 1969 is included in 
paragraph 299 of this Report. 


188. Investments in United States dollar securities issued by other than the Govern- 
ment of Canada. These holdings consist of $58 million of special United States of 
America securities acquired under the authority of Order in Council P.C. 1964-1427 of 
September 10, 1964, pursuant to Vote L17a, Appropriation Act No. 7, 1964, 1964-65, c.20, 
which provided for their purchase out of United States dollars paid to Canada pursuant 
to the Treaty between Canada and the United States of America relating to co-operative 
development of the water resources of the Columbia River Basin. Securities mature on 
November 1 of each year to 1971. In November 1969 securities of $32.3 million (US $30 
million) matured and were redeemed by the Government of the United States of America. 


189. Canada Pension Plan Investment Fund. Funds of the Canada Pension Plan in 
excess of an amount estimated as required to meet all payments in the following three 
months are available for investment in 20-year non-negotiable provincial and federal 
securities at the average market yield of outstanding negotiable bonds of Canada which 
are 20 years or more from maturity. Investments in these securities at March 31, 1970, 
with the comparable balances at the close of the two previous years, were as follows: 


March 31, 1970 March 31, 1969 March 31, 1968 


eb ATIO. 4 BO, «A AOA EN $ 1,586,369, 000 $ 1,140,592,000 $ 728,599,000 
Brivis COMMUIA.. Aerts legs ee on 410,748,000 293 , 593 , 000 186 , 085 , 000 
foie tg eae A ET OPE AEDS ere oe, eee ES 258 , 819, 000 181,758,000 113,333,000 
DEA ODS y5 Bette. cdma. Oe ft ad 166,345,000 118,662,000 76,412,000 
maskatahewan ST nle Age tie. cess 131,822,000 91,465,000 55,557, 000 
Py OVA OMt eas Seo Rieace Precis aease wha AGS 108, 695, 000 77,091,000 47,862,000 
MEW ETUNBWICK: coco tee eee ae ane ose es 82,990,000 58,774,000 37,007,000 
Newfeundlatdiwwriee) of eluumes, tande 53, 487 , 000 37 , 930,000 23 , 693 , 000 
Prince Fdward Island i. oi i. veces cece 10,385,000 7,145,000 4,288,000 
Diehet AYAt . 2... NEO AE: :.;. 7,700,000 4,622,000 2,244,000 
SORTA eh te ie Saeed pela Ae eal ata 15,374,000 11,315,000 5,708,000 


$ 2,832, 734,000 $ 2,022,947, 000 $ 1,280, 788,000 


190. Investments held for retirement of unmatured debt. These investments amount- 
ing to $13,817,000 consist of 54% Canada bonds maturing on August 1, 1980, with a 
face value of $15,931,000, purchased under terms of issue whereby the Government is 
to endeavour to purchase quarterly, in the open market and under certain conditions, 
one-half of one per cent of the principal amount of the issues. 
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191. Loans to, and investments in, Crown corporations. The following table lists 
these loans and investments at March 31, 1970, with the comparable balances at the 
close of the two previous years: 


March 31, 1970 March 31, 1969 March 31, 1968 


BROT a ys ho cate wie aka ea tie es el akea te ey Ae $ 4,441,789,000 $ 3,960,603 ,000 $ 3,575,407,000 
Canadian National Railways............ 2,156, 770,000 1,983,097 ,000 1,782,149,000 
Farm Credit Corporation............... 1, 127,727,000 1,049, 922,000 921,685,000 
The St. Lawrence Seaway Authority..... 562,714,000 521,160,000 492,418,000 
Atomic Energy of Canada Limited....... 343 , 370, 000 207 , 437,000 138,915,000 
Export Development Corporation....... ; 273,513,000 231,575,000 199, 122,000 
National Harbours Board............... 265 , 696 , 000 261,163,000 250,035,000 
Canadian Overseas Telecommunication 

Corporatintscste iors cacti a. . BERS 45,919,000 49 343,000 52,383,000 
Canadian Dairy Commission............ 45,167,000 41,955,000 22,179,000 
Northern Canada Power Commission... . 44,673,000 42,056,000 33,631,000 
Canada Deposit Insurance Corporation... 30,500, 000 23,500,000 29, 350,000 
Polymer Corporation Limited........... 30,000,000 30,000 , 000 30,000, 000 
National Capital Commission, other than 

Greenbelt—see also below............. 29 ,682 ,000 28,181,000 37,424,000 
Eldorado Nuclear Limited.............. 25,477,000 8, 247,000 8,247,000 
Canadian Commercial Corporation....... 15,500 , 000 15,500,000 16,500,000 
Northern Transportation Company 

Diaited) cciewx bg rey xitch ah heeatert water's 10,000,000 2,000,000 ao 
Canadian Broadcasting Corporation — 

working capital—see also below....... 9,000 , 000 9,000 , 000 9,000,000 
Cape Breton Development Corporation... 8,000,000 10,000,000 5,250,000 
BAAD E OL COTES in Ak once a cela oa asad 5,920,000 5,920,000 5,920,000 
Canadian Arsenals Limited............. 4,500,000 5,000,000 5,000,000 
Freshwater Fish Marketing Corporation. . 2,200,000 — — 
Royal Canadian Mint.................. 2,000,000 aa — 
Canadian National Railways—re acquisi- 

tion and repair of passenger equipment 2,000,000 2,416,000 2,917,000 
Canadian Film Development Corporation 1,748,000 367 ,000 — 
Canadian National Railways—re Yar- 

mouth—Bar Harbour ferry............ 592,000 617,000 641,000 
Canadian National (West Indies) Steam- 

ships «Pamited: oo. eo.4 eee eels 325 ,000 325 , 000 325,000 
Canadian Patents and Development 

damiteds N's. eee See. 296 , 000 296 , 000 296 , 000 
Canadian Corporation for the 1967 World 

Exhibition—see also below............ — 25,150,000 _— 

9, 485 ,078 ,000 8 ,514,830,000 7,618,794,000 
Recovery likely to require parliamentary 
appropriations— 

Canadian Broadcasting Corporation... 112,005,000 92,370,000 74,125,000 

National Capital Commission—Green- 

Tr a os wade rae ss seme ean 37,447,000 37,695,000 37,692,000 

Canadian Corporation for the 1967 

World: Exhibitiony. y< Odie wh let — 122,900,000 205 , 000,000 


149,452,000 252 , 965 , 000 316,817,000 


$ 9,634,530,000 $ 8,767,795,000 $ 7,935,611,000 
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The total of $9,634,530,000, an increase of $866,735,000 over the previous year, does 
not represent the total equity of Canada in its Crown corporations at March 31, 1970. 
This equity in fact amounted to $11,241,5938,000, as shown by their individual financial 
statements published in Volume III of the Public Accounts and as summarized in 
Appendix 12 on page 10.28 of Volume I of the Public Accounts. The principal reason 
for this is that the accounts of Canada are maintained on a modified cash basis which 
does not provide for recording as assets such items as surpluses of Crown corporations 
or the cost of certain capital assets which have been charged to expenditure. In no sense 
does the Statement of Assets and Liabilities of the Government of Canada purport. to 
be a consolidation including the accounts of its wholly-owned corporations. The corpora- 
tions maintain their individual accounts on the accrual accounting basis followed in 
commercial practice and a number have fiscal years conforming to the cycle of their 
individual operations rather than the April 1 to March 31 fiscal year. 


Advances to Central Mortgage and Housing Corporation, made pursuant to section 
22(1) of the Central Mortgage and Housing Corporation Act, R.S., c.46, increased by 
$481 million during the year due to further advances of: $488 million for loans to 
approved borrowers less repayments of $114 million; and $124 million less repayments 
of $17 million in respect of projects entered into with provinces, municipalities and 
universities. 


The total for the Canadian National Railways increased by $174 million due to: 


(a) further investment in 4% preferred stock of the Company pursuant to section 6 
of the Canadian National Railways Capital Revision Act, R.S., c.311, continued 
by the Canadian National Railways Financing and Guarantee Act, 1968, 1968-69, 
c.9, and the Canadian National Railways Financing and Guarantee Act, 1969, 
1009-708 6S. oe ined « terse bene ark Mis ceed taal The «AS -s EERE © ccs $ 37,304,000 


(b) further advances under the authority of— 


Canadian National Railways Financing and Guarantee Act, 1941, 1940-41, c.1 10. 131,000 
Canadian National Railways Financing and Guarantee Act, 1942, 1942-43, c.22 a iad 
Canadian National Railways Refunding Act, 1955, 1955, c.31............... 50,000,000 
Canadian National Railways Financing and Guarantee Act, 1969, 1969-70, c.3: 
Sections -7—loans to"Air WCanadar.. 2A eee oe PS 68 , 000, 000 
Section 11—temporary financing of C.N.R.......... 00. cece eee ees 10,000,000 
Section 12—temporary financing of Air Canada....................000. 6,571,000 
182,006,000 


Less—Repayment of advances made in the previous year for temporary financing . 8,333,000 


$ 173,673,000 


The advances to the Farm Credit Corporation increased by $78 million during the 
year due to further loans of $143 million, less repayments of $69 million, and $4 million 
paid to the Corporation under section 12 of the Farm Credit Act, 1959, c.43, as addi- 
tional capital. 


The amount shown for The St. Lawrence Seaway Authority increased by $41 million 
during the year due to additional loans of $30 million and a net increase of $11 million 
in deferred interest. Included in loans to the Authority are interest-free loans of $75 
million for the Welland Canal. 
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Loans to Atomic Energy of Canada Limited increased by $186 million during the 
year due to advances made for the construction of: Nelson River transmission line, 
$58 million; Bruce heavy water plant, $25 million; Pickering nuclear power station, $22 
million; Gentilly nuclear power station, $21 million; and for the purchase of heavy 
water, $10 million. 


The investment in the Export Development Corporation (formerly Export Credits 
Insurance Corporation) increased by $42 million during the year. This change reflects 
net advances to enable the Corporation to provide long-term financing of export sales, 
$32 million; the purchase of additional capital stock in the Corporation, $5 million; 
and payments to the Corporation, required by section 11(3) of the Export Development 
Act, 1968-69, c.389, of an amount equal to the payment for shares, $5 million. 


Loans to the National Harbours Board increased by $4.5 million during the year 
due mainly to further advances of $3.9 million for Vancouver Harbour provided by 
Vote L180, Appropriation Act No. 3, 1969, 1968-69, c.36. 


The amount shown for the Canada Deposit Insurance Corporation increased by 
$7 million during the year due to further loans made pursuant to section 34 of the 
Canada Deposit Insurance Corporation Act, 1966-67, c.70. 


The amount shown for Eldorado Nuclear Limited increased by $17 million during 
the year due to loans provided by Vote L3b, Appropriation Act No. 1, 1969, 1968-69, c.23. 


Northern Transportation Company Limited repaid $1 million during the year and 
obtained further advances of $9 million, provided by Vote L70, Appropriation Act No. 4, 
1968, 1968-69, c.11, and Vote L90, Appropriation Act No. 3, 1969, 1968-69, c.86. The 
loans were made to finance the acquisition of transportation facilities for use on the 
Mackenzie River and the Central Arctic coast. 


Loans of $3.2 million were made to the Freshwater Fish Marketing Corporation 
during the year under the authority of section 17 of the Freshwater Fish Marketing Act, 
1968-69, c.21. Repayments totalled $1 million. The Corporation was established by the 
Act for the purpose of marketing and trading in fish, fish products and fish by-products 
in and out of Canada. 


Loans of $2 million were made to the Royal Canadian Mint during the year under 
the authority of section 87 of the Government Organization Act, 1969, 1968-69, c.28. 
The Mint was incorporated in 1969-70 by section 72 of the Act. 


Additional advances of $1.4 million were made during the year to the Canadian 
Film Development Corporation under the authority of the Canadian Film Development 
Corporation Act, 1966-67, c.78. 


The financing of the capital requirements of the Canadian Broadcasting Corporation 
continued to be by means of loans. Additional loans, provided by Vote L145, Appropria- 
tion Act No. 3, 1969, 1968-69, c.36, totalled $25 million. Repayments during the year 
amounted to $5 million. Repayment of the loans of $112 million outstanding at March 
31, 1970 will involve parliamentary appropriations over a period of 20 years. 
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192. Loans to national governments. The following is a listing of the balances of 
these loans at March 31, 1970 in comparison with the balances at the close of the two 


previous years: 


March 31, 1970 


March 31, 1969 


Watieu Bane dOnteh seas ora ee. ee, $ 1,038 ,081,000 $ 1,058,091 ,000 
eT Re he ok tn Gls ha ae de as 67, 600,000 67,600, 000 
ote 2g ET Bn ee ee a 32,130,000 32,130,000 
PO re a RO ee ee ees 16,149,000 18,456, 000 
Britis 400, Gal) Yee ie ERY. Rees Rw NS — a 

PC UNUUNIOS. ci vtec sat ew es eb he aS 212,000 305 , 000 


1,154,172 ,000 


Special assistance loans to developing 


1,176,582 ,000 


countries: 
LEE se RRS RRR CEI ryan tee a ee 87,657,000 42,935,000 
(Vou Oe nee | 6) ee a a a 43,661,000 22,672,000 
OS ERE, ESSE eS eee nr 7,653,000 5,705, 000 
ie ass xi gis MW RIAE NAS gic diese wes 7,502,000 4,243,000 
WEUNGAG ANd LODAPOs 65h ba ecawanes 5,101,000 3,777,000 
a) ALTAR sass) <5 2.0 o AERA IE OT Nic e's bos wre 5,096 , 000 3, 247,000 
PEPTIC ea ale ae Pk ee es 3,240,000 2,068 , 000 
a ess. 65 ee OIE. oes 2,782,000 2,361,000 
DPAURSADIAIHEOM..... . eeeree ORR E TERT 2,550,000 2,043 ,000 
POI S uk Mea MEM ea eae a. 1,947,000 892,000 
WGN ELIO 2 seepage a el MI aries Auetaateg sa Paraselar ii PE 1,108,000 714,000 
Ra tat are an ed eit OS ie Gea ae 1,101,000 — 
Cer COUITIOS. are cs wea bs vena 4,358,000 1,974,000 
173 ,756 ,O00 92,631,000 


$ 1,327,928, 000 


$ 1,269,213 ,000 


March 31, 1968 


$ 1,039,999, 000 
67,600, 000 
32,130,000 
20,763,000 

1,323,000 
164,000 
1, 161,979,000 


16,953 , 000 
12,665 , 000 
3,976,000 
2,974,000 
2,839 , 000 
1,540,000 
51,000 
1,067 ,000 
1,770,000 


155 , 000 


115,000 
44,105,000 


$ 1,206,084, 000 


No payments were due from France and the Netherlands because of special pay- 


ments made in 1962-63 covering instalments up to and including the 1969 instalment. 


The special assistance loans to developing countries increased by $81 million. These 
include loans of $36 million repayable over 40 years, following a grace period of 10 years 
from the date of execution of each agreement, which bear interest at # of 1% per 
annum on the amount of the loan committed less any repayments, and $125 million 


of interest-free loans, also repayable over 40 years with a grace period of 10 years. 


193. Other loans and investments. The balances comprising this asset at March 31, 
1970, with the comparable balances at the close of the two previous years, were: 


March 31, 1970 


Subscriptions to capital of, and working 
capital advances and loans to, inter- 


March 31, 1969 


national organizations..............-: $ 1,047,038, 000 $ 999,124,000 
Veterans’ Land Act Fund............... 498 , 728 ,000 446,111,000 
Less—Reserve for conditional benefits. . 26,649 , 000 24,443,000 
472,079,000, 421,668 ,000 


March 31, 1968 


$ 969,646,000 


406,231,000 
23 , 282 , 000 
382,949 ,000 


134 REPORT OF THE AUDITOR GENERAL — 1970 


March 31, 1970 March 31, 1969 March 31, 1968 


Provincial governments................ $ 319,649,000 $ 270,328,000 $ 187,748,000 
Municipal Development and Loan Board 272,777,000 281 , 312,000 279 ,673 , 000 
Manufacturers of automotive products in 

AMIN CG tea o biccce Sa es kee ee 33 , 752,000 21,644,000 20,505,000 
Housing projects for the Canadian Forces 21,393,000 21,660,000 21,598,000 
Government of the Northwest Territories 20,917,000 16,810,000 12,781,000 
Government of the Yukon Territory..... 20,496,000 15,308,000 11,480,000 
Manufacturers—defence plant moderniza- 

OSCR ae ATO SEU Res Ar ia ARCO NINE cane 18,341,000 14,643,000 10,210,000 
ROTEL yt OL LO es eae ay ska ee nies Ne 14,082,000 —- — 
Investment in shares of Panarctic Oils Ltd. 13,534,000 — — 


Loans to Telesat Canada for the develop- 
ment of space and terrestrial communica- 


AON ond.) 5 Wied ss ORD ma ee eee 9,850,000 — — 
Assisted passage scheme.............+.. 9 , 227,000 11,974,000 13,219,000 
Government equity in agency account of 

Crown Assets Disposal Corporation... . 9,181,000 7,761,000 7,257,000 
Loans for the construction and acquisition 

of ferry vessels and related equipment. . 5,722,000 4,036,000 -—~ 
Airport capital loans. «2.3.40. 6s. e eee ee 5,126,000 — — 
Orherivalances. ..... TERRA, ones 40,420,000 28 , 072,000 28,090,000 


$ 2,333,584, 000 $ 2,114,340, 000 $ 1,945,156 ,000 


The following is a listing of Canada’s subscriptions to capital of, and working 
capital advances and loans to, international organizations at March 31, 1970, in com- 
parison with the amounts at the close of the two previous years: 


March 31, 1970 March 31, 1969 March 31, 1968 


Subscriptions to capital— 


International Monetary Fund......... $ 800,000,000 $ 782,655,000 $ 782,655,000 
International Development Association 139 ,803 , 000 112,776,000 85,749 , 000 
International Bank for Reconstruction 
and Development................. 85 , 024,000 85,024,000 85,024,000 
Asian Development Bank............. 10,811,000 8,108,000 5,405,000 
International Finance Corporation..... 3,522,000 3,522,000 3,522,000 
Caribbean Development Bank......... 1,081,000 — —_ 
1,040, 241,000 992 ,085 , 000 962 , 355 , 000 
Working capital advances and loans..... 6,797 ,000 7,039,000 7,291,000 
$ 1,047,038 ,000 $ 999,124,000 $ 969,646,000 


The increase of $17 million in the International Monetary Fund represents an 
adjustment in the recorded amount of Canada’s subscription to the capital of the Fund 
which is $800 million equivalent to US $740 million. The corresponding amount 
was credited to premium, discount and exchange. During the year Canada increased 
its contribution to the capital of the International Development Association by 
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$27 million as authorized by Vote L28, Appropriation Act No. 4, 1968, 1968-69, c.11, 
paid a further instalment of $2.7 million on the subscription to shares in the Asian 
Development Bank as authorized by Vote L23b, Appropriation Act No. 9, 1966, 1966-67, 
c.66, and made an initial payment of $1,081,000 on the subscription to shares in the 
Caribbean Development Bank as authorized by Vote L36a, Appropriation Act No. 4, 
1969, 1969-70, c.2. 


The increase of $52 million in the Veterans’ Land Act Fund was due to additional 
advances of $80 million for the purchase of property, less repayments of $28 million. 


The loans to provincial governments at March 31, 1970, with the comparable 
balances at the close of the two previous years, were: 
March 31, 1970 


March 31, 1969 March 31, 1968 


PLC WEOUDUIBINES Ber we’ alse we ete egret, $ 74,093,000 $ 46,600,000 $ 30,389,000 
Oheber. 10. Alley Jaci. o Lb. fe 71,549,000 73,460, 000 18,912, 000 
New UTRNSWICK G51). TRA VOR iG. Ba 62,825,000 56,527,000 45,172,000 
NOVA GOUS. aie tile Matias a. oth e's 62,817,000 47,462,000 38,394,000 
aA SEODGW Ell toss scewe. ae nite mesin orien 22,365,000 23,592,000 29,199, 000 
BER UNI Sr Pies Bias bit AG hie ccs ty Oe Ne pat tas 13 , 823 ,000 9,675,000 10,801,000 
Brie eGo IAs sn ec ee eal ee ee eS 7,557 ,000 8,503 , 000 9,431,000 
| Plbertan (ecw Fi ai, eae re eee 4,041,000 4,509 , 000 4,970,000 
| Prince Edward Island...........0..000: 579,000 = 480, 000 


The following schedule shows the nature of the loans to the provincial governments: 


Advances and loans pursuant to the At- 
lantic Provinces Power Development 
Pe eh) eec Ok ply en 

Quebec share re guarantee 1967 World 
Pex 16GNG) . kes eos cs ce we 

Treasury bill indebtedness of the Govern- 
ments of the Western Provinces pursuant 
to the provisions of the Western Prov- 
inces Treasury Bills and Natural Re- 
sources Settlement Act, 1947, ¢.77..... 

Overpayments to provinces arising from 
the Federal-Provincial Fiscal Arrange- 
ments Act, 1960-61, cbS2)..... 0 Se. 

Overpayments to provinces arising from 
the Federal-Provincial Fiscal Arrange- 
ments Act, 1967, 1966-67, c.89........ 

Saskatchewan—re South Saskatchewan 
River Project.) sao SiN . 


$ 319,649,000 


$ 319,649,000 


March 31, 1970 


$ 184,939,000 


57 , 945,000 


27,877 , 000 
14,402,000 


13,197,000 


12,337,000 
8,952,000 


$ 270,328,000 


March 31, 1969 


$ 144,758,000 


60,491,000 


31,233 ,000 
19 ,606 , 000 


12,337,000 
1,903 ,000 


$ 270,328,000 


$ 187,748,000 


March 31, 1968 


$ 101,938,000 


34,545,000 


38 , 081 ,000 


12,337,000 
847 ,000 


$ 187,748,000 
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Advances and loans to the provinces pursuant to the Atlantic Provinces Power 
Development Act increased by $40 million over the preceding year due to further 
advances of $35 million under the authority of Vote L120, Appropriation Act No. 3, 
1969, 1968-69, c.36; accrued interest on completed projects, $6 million; less repayments 
of $1 million. 


The Municipal Development and Loan Board advances were made pursuant to 
the Municipal Development and Loan Act, 1963, c.18, to provide financial assistance 
to augment or accelerate municipal capital works programs. 


The amount of $14,082,000 shown for the City of Montreal is the City’s indebtedness 
to Canada in connection with its share of the deficit of the 1967 World Exhibition. 


The amount of $13.5 million for Panarctic Oils Ltd. represents the cost of Canada’s 
investment in the capital stock of that Corporation. Payments of $2 million, $3 million 
and $4 million in 1967-68, 1968-69 and 1969-70, respectively, were charged to parlia- 
mentary appropriations with the investment carried at a nominal value of $1. During 
the year an additional payment of $4.5 million was authorized under a loan vote. To 
reflect the change in policy and to obtain consistency in the accounting treatment, the 
payments of $9 million that had been charged to expenditure were set up as an asset 
with a corresponding amount credited to revenue. 


194. Securities held in trust. The amount of $114,363,000 at March 31, 1970 rep- 
resents securities held for the following accounts: guarantee deposits in respect of oil 
and gas and mining permits, $98,216,000; guarantee deposits in respect of customs 
duties and excise taxes, $4,763,000; pilots’ pension funds, $4,411,000; deposits in respect 
of tax on recaptured capital cost allowances on commercial and fishing vessels, $2,596,000; 
contractors’ securities, $1,616,000; and other, $2,761,000. 


195. Deferred charges. The balances included under this heading at March 31, 1970, 
with the comparable balances at the close of the two previous years, were: 


March 31,1970 March31, 1969 March 31, 1968 


—— 


Unamortized portion of actuarial deficiencies— 


Public Service Superannuation Account.......... $ 283,708,000 $ 186,487,000 $ 150,320,000 
Canadian Forces Superannuation Account........ 254, 806 ,000 242,691,000 187,617,000 
Royal Canadian Mounted Police Superannuation 

Account..... (i PE AO EEE. ok est PN ee 29 , 283 ,000 20 , 720,000 15,816,000 


567 , 797 ,000 449 , 898 ,000 353, 753 ,000 
Unamortized loan flotation costs................6. 182,799,000 163 , 458 ,000 138 , 202 ,000 


$ 750,596,000 §$ 613,356,000 §$ 491,955,000 


The relative superannuation statutes provide that actuarial deficiencies resulting 
from salary revisions and periodical valuations of the Superannuation Accounts be 
charged to expenditure in five equal annual instalments. The item “Unamortized portion 
of actuarial deficiencies” represents the portion of the actuarial deficiencies to be charged 
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to expenditure in subsequent fiscal years. During the year $363 million was charged 
to this account; $312 million resulted from salary revisions and the balance of $51 
million represented the provision required for the actuarial deficiency revealed by the 
valuation made of the Public Service Superannuation Account as at December 31, 1967. 
Credits representing that portion of the actuarial deficiencies charged to expenditure 
in the year amounted to $245 million. 


The item “Unamortized loan flotation costs’ represents the unamortized portion 
of discounts and commissions paid on the flotation of loans. These costs are amortized, 
in the case of general loans, over the period from the date of issue to the earliest call 
date, if one is specified, otherwise to the maturity date of the loan, and in the case of 
Canada Savings Bonds over a period of five years from the date of issue. 


196. Inactive loans and investments. The $94,824,000 shown for this item, which 
has remained unchanged for many years, comprises the following balances: 


Loan to China in 1946 under the Export Credits Insurance Act, R.S., c.105........... $ 49,426,000 
Loans to Roumania in 1919 for the purchase of goods produced in Canada............ 24 , 329,000 


Payments to chartered banks in the years 1951-52 to 1960-61 in implementation of 
guarantee, given under the Export Credits Insurance Act, of loans by the banks to 
Ming Sung Industrial Company Limited (carrying prior guarantee by the Government 


MLE CAL. (ord ROG aes, Wark iin «64 ea haa ORIN Uo Al HAE OTe 14,470,000 
Loans to Greece in 1919 for the purchase of goods produced in Canada............... 6,525,000 
Loan to Province of Saskatchewan in 1908 for the purchase of seed grain (last payment re- 

Ve I OTe es Cr eR: Cae eit ro ere re aes 74,000 

$ 94,824,000 
Liabilities 


197. The following table shows the lhabilities at March 31, 1970, by main headings 
in the Statement of Assets and Liabilities, and the corresponding balances at the close of 
the two previous years: 


March 31, 1970 March 31, 1969 March 31, 1968 


Current and demand liabilities....... $ 2,307,211,000 $ 2,219,087 ,000 $ 2,310,627, 000 
Deposit and trust accounts.......... 491,882,000 511,843,000 440,885,000 
Annuity, insurance and pension ac- 

POUT SEY Oe, MM, Pate ere fet is 12,184, 505,000 10,520,063 , 000 9, 052,968 ,000 
Undisbursed balances of appropria- 

tions to special accounts........... 273,398,000 235,508 , 000 124,819,000 
Refundable corporation tax......... 38, 148 , 000 140,806,000 235,269,000 
Provision for compound interest on 

Canada Savings Bonds........... 20,301,000 12,421,000 26,041,000 
Defervertovedits .2) chen Geel i. 192,928,000 174,326,000 149,861,000 
Suspense accounts. wiki Du when 4,584,000 4,249,000 3,825,000 


Wamstaret debt. ..... Akt, 257. 5m |. «. « 22,637, 140,000 22,100, 958,000 20,579 ,875,000 


$ 38,150,097, 000 $ 35,919,261 ,000 $ 32,924,170,000 
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198. Current and demand liabilities. The balances comprising this item in the 
Statement at March 31, 1970, in comparison with the balances at the close of the two 
previous years, were: 

March 31, 1970 


March 31, 1969 March 31, 1968 


CCUM ee PAGO 4. Clie cred eke sy aca $ 602,615,000 $ 470,162,000 $ 520,196,000 
Mutstandineg CAGES on 6 sings ss ok oH os 515,880,000 502,541,000 427,401,000 
ERtGlES, ACOLUCU 6 oie cake kn las eee 6 434,023,000 399 , 433 , 000 315, 283 , 000 
Non-interest-bearing notes payable to the 

International Monetary Fund and other 

international organizations........... 379 , 065 , 000 601,008 , 000 816,730,000 
TRUE eCG Oa ets ees ae oe sae Sag te 161,642,000 162,915,000 161,569, 000 
Allocation of special drawing rights in the 

International Monetary Fund........ 134,400,000 = --- 
Outstanding post office money orders.... 34,539,000 34,939,000 34,895,000 
Matured dept to lee. mi delat ice . Gane 21,224,000 39 , 708 ,000 25,969,000 
OEE S Wee nee ek oe Ce OER ee ttre 23 , 823,000 8,381,000 8,584,000 


$ 2,307,211,000 $ 2,219,087 ,000 $ 2,310,627 ,000 


The amount shown for “Accounts payable” is the total of charges pertaining to the 
year for which cheques were issued in April of the following fiscal year. 


The non-interest-bearing notes represent those portions of Canada’s subscriptions 
to the capital of international agencies which are not covered by cash or gold. At March 
31, 1970, $364 million was payable to the International Monetary Fund, $10 million 
to the International Development Association and $5 million to the Asian Development 
Bank. 


The liability in respect of the allocation of special drawing rights in the International 
Monetary Fund represents the obligation arising from Canada’s participation in the 
Special Drawing Account. Special drawing rights amounting to $134,400,000 were held 
by the Exchange Fund Account at March 31, 1970 forming part of Canada’s exchange 
reserves. 


199. Deposit and trust accounts. The following is a listing of the balances included 
in this item at March 31, 1970 in comparison with the balances at the close of the two 
previous years: 

March 31, 1970 


Provincial tax collection agreements...... 


$ 174,281,000 


March 31, 1969 


$ 171,419,000 


March 31, 1968 


$ 120,210,000 


Guarantee deposits... 0 so. ce lee wave eds 109,090,000 105 , 252,000 50,046, 000 
Theat trast funds. 2.00. Ge ete es ok oe 34,001,000 34,274,000 34,015,000 
Deposits by Crown corporations......... 26,148,000 16,321,000 23,821,000 
National, Harbours Boards: scab bet ws 25,135,000 22,705,000 16,771,000 
Instalment purchase of bonds by public 

service employeeS.............e.ee0-- 17,403,000 15,599,000 16,168,000 
COMUTACLOTS DOHIDACKS cs xa cena ba was oa 16,127,000 13,373,000 14,896,000 
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March 31, 1969 


March 31, 1968 
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Prairie Farm Emergency Fund.......... $ 16,088,000 $ 14,543,000 $ 13,001,000 
Canadian Pension Commission (Adminis- 

PPAOU UTUISE PUNO Vises ce Sele ig kek cw ee 4 13,472,000 17,204,000 16,545,000 
Veterans care trust fund................ 9,154,000 4,602,000 4,142,000 
Canadian Dairy Commission Account... . 7,534,000 24,521,000 25,241,000 
Veterans’ Land Act trust account........ 5,063,000 7,864,000 8,936,000 
Army Benevolent Fund................. 4,476,000 4,746,000 5,033,000 
Post Office Savings Bank............... 3,944,000 7,805,000 18,596,000 
Deposits respecting capital cost allowances 

on commercial and fishing vessels...... 3,151,000 8,221,000 4,003,000 
OE 7 Re a ee aaa iter «Bee + «ba; 26, 815,000 43,394,000 69,461,000 


$ 491,882,000 $ 511,843,000 $ 440,885,000 


The Federal Government collects provincial income taxes from persons on behalf 
of all provinces except Quebec and from corporations on behalf of all provinces except 
Ontario and Quebec. At March 31, 1970 collections had exceeded remittances by 
$174,281 000. 


The balance of $109,090,000 in the guarantee deposits account largely represents 
cash and securities deposited with the departments as guarantees in respect of oil and 
gas permits, mineral and timber rights, and for payments of customs duties and excise 
taxes. The securities held are recorded as assets in the contra account “Securities held in 
trust”’. 


Deposits by Crown corporations at March 31, 1970 comprised: Export Development 
Corporation (formerly the Export Credits Insurance Corporation), $24,053,000; Atomic 
Energy of Canada Limited, $1,500,000; Crown Assets Disposal Corporation, $500,000; 
and Canadian National (West Indies) Steamships, Limited, $95,000. 


The National Harbours Board account is the operating account of the Board in 
which all its receipts and payments are recorded. The balance includes the cash portion 
of the reserve funds of the Board for the replacement of fixed assets, etc. 


The Prairie Farm Assistance Act, R.S., c.213, imposes a levy of 1% on the price of 
grain purchased by licensees under the Canada Grain Act, R.S., c.25, and the moneys 
collected are credited to the Prairie Farm Emergency Fund. Awards are made to eligible 
farmers in areas affected by crop failures in the Provinces of Manitoba, Saskatchewan 
and Alberta and in the Peace River District of British Columbia. During 1969-70 credits 
to the Fund totalled $5.7 million while awards totalled $4.1 million, resulting in a sur- 
plus for the year of $1.6 million. 


The Canadian Pension Commission (Administration trust fund) account comprises 
pension payments administered by the Canadian Pension Commission, contributions 
received by the Commission to assist pensioners or their dependants, and detention 
allowances for Canadian seamen. 
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The Veterans care trust fund contains assigned pension moneys and other income 
of veterans who are receiving domiciliary care and treatment. Disbursements are made 
on behalf of the individual veterans in accordance with regulations approved by the 
Governor in Council. 


The Canadian Dairy Commission Account is the operating account of the Commis- 
sion in which are recorded all its receipts and payments except those relating to admin- 
istration. The balance of $7,534,000 at March 31, 1970 represents the undisbursed balance 
of payments totalling $131,857,000 received during the year from the Agricultural Sta- 
bilization Board for the purpose of stabilizing the price of dairy products. 


The Veterans’ Land Act trust account is the repository of advance payments by 
veterans in connection with the purchase of land, payment of taxes, insurance, etc., and 
of proceeds of insurance claims to be used for the repair of fire damage. 


Under the provisions of “An Act to amend the Income Tax Act and to repeal the 
Canadian Vessel Construction Assistance Act”, 1966-67, c.91, an owner of a vessel, at 
the time of its disposal, may deposit with the Department of Industry, Trade and Com- 
merce an amount at least equal to the tax that would otherwise be payable in respect 
of the proceeds of disposition. Such a deposit may be paid out to any person who, before 
1974, acquires a vessel constructed in Canada or incurs conversion costs in Canada with 
respect to a vessel, under conditions satisfactory to the Minister of Industry, Trade and 
Commerce. During the year $19 million was deposited to this account and $24 million 
was paid out. 


The $26,815,000 shown for “Other” balances at March 31, 1970 is the total of 76 
balances including: Permanent Services deferred pay, $2,966,000; Common school funds, 
$2,678,000; National Research Council of Canada special fund, $2,584,000; Contractors’ 
security deposits, $2,343,000; Emergency gold mining assistance holdbacks, $1,890,000; 
Immigration guarantee fund, $1,734,000; World War II claims fund, $1,248,000; and 
Government of the United States of America, $1,136,000. 


200. Annuity, insurance and pension accounts. The balances included under this 
heading at March 31, 1970, with comparable figures at the close of the two previous 
years, were: 

March 31, 1970 March 31, 1969 March 31, 1968 


Superannuation accounts— 


PURUC OCEV ICR IG cite ne rk eke $ 3,599,428,000 $ 3,178,377,000 $ 2,875,823,000 
@Wanadidn Foréest! ii ia. 1. SOY 3, 306, 389 , 000 3, 023,617,000 2,723, 268,000 
Royal Canadian Mounted Police... 165,765,000 130,811,000 104,724,000 
7,071,582 ,000 6 , 332,805 ,000 5,703,816 ,000 

Canada Pension Plan Account....... 2, 932,258,000 2,107, 758,000 1,352, 754,000 
Government Annuities Account...... 1,321,080, 000 1, 324,635,000 1,326,098, 000 
Old Age Security Fund.............. 721,398,000 620 , 892 ,000 536,089 , 000 
COEDOE ay oes Ue ee ae Oe Law oe Be 138,187,000 133,973,000 134,212,000 


$ 12,184,505,000 $ 10,520,063 ,000 $ 9,052,968 ,000 
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Summaries of the transactions during the past three years in certain of the accounts 


follow: 


Public Service Superannuation Account 


1970 
Balance at beginning of year............ $ 3,178,377,000 
Add: 
Actuarial adjustments — contra — “‘de- 
ferred charges’ account, re: 

DY ANCTORSES eek Ob. keer 163,900,000 

deficit at December 31, 1967...... 51,194,000 

rests. a OP RRR ns 3's ss OY 130,993,000 

Contributions by participants......... 90 , 987,000 

Contributions by the Government..... 78 , 835,000 

ROT MErUCRENNUG cure ties oe stale mare who are 1,023,000 

516,932,000 


3,695,309, 000 


Deduct: 
Annuity payments, vou . odes 83 , 326,000 
Termination allowances and return of 
OR CEOUANODIS cose ote wisia Gs ats bee 10,525,000 
Pe HOP CUAYOES. er ak cee owas 2,030,000 
95,881,000 
Balance atond Of year oi cicceciisw > «« sacnc $ 3,599,428, 000 


Canadian Forces Superannuation Account 


1970 
Balance at beginning of year............ $ 3,023,617,000 
Add: 
Actuarial adjustments — contra — ‘“‘de- 
ferred charges’’ account, re: 
DAY ICTORSES Sera, cred + alae 129,000,000 
deficit at December 31, 1965...... — 
CW oy Ce) AAP Rice 5 Pond Sap em ee a EB 124,396,000 
Contributions by the Government..... 65 , 566,000 
Contributions by participants......... 38 , 724,000 
Other credits. ...; G0. 08. 2.6 dace. 4,000 
357 ,690 , 000 


3, 381,307,000 


Deduct: 
MGM PAVIROR te ules. i 5 aes 67,426,000 
Termination allowances and return of 
pan tributions aiiucese. OG waak. «6 7,427,000 
VERO RES le Sa rks aad viu-o slew + 65,000 
74,918,000 


Balance at end of year...............0.. $ 3,306,389,000 


Year ended March 31 


1969 


$ 2,875,823,000 


121,000,000 
117,950,000 
77,473,000 
70, 853 ,000 

2,242,000 
389 ,518 , 000 


3,265, 341,000 


74,683 , 000 


10,275,000 
2,006, 000 
86,964,000 


$ 3,178,377,000 


Year ended March 31 


1969 


$ 2,723,268, 000 


121,900,000 
37,700,000 
112,169,000 
56,982,000 
33, 889, 000 

8,000 
362,648,000 


3, 085,916,000 


55, 202,000 


6,983,000 
114,000 
62,299,000 


$ 3,023 ,617,000 


1968 


$ 2,689,468 ,000 


21,500,000 
110,898,000 
72,064,000 
64,593,000 
1,414,000 
270, 469 , 000 


2,959 , 937,000 


68, 167,000 


10,855,000 
5,092 ,000 
84,114,000 


$ 2,875,823 ,000 


1968 


$ 2,577,017,000 


105 , 247,000 
58,405,000 
33,048,000 

1,404,000 
198,104,000 


2,775, 121,000 


45, 882,000 


5, 863 , 000 
108 , 000 
51,853,000 


$ 2,723,268 ,000 
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Royal Canadian Mounted Police Superannuation Account 


Year ended March 31 


1970 1969 1968 
Balance at beginning of year................. $ 130,811,000 $ 104,724,000 $ 85,081,000 
Ada: 
Actuarial adjustments—contra—“‘deferred 
charges” account, re: 
PO AUOTHARCS Mi aites a ai hos w de orm ica oe 19, 200,000 12,740,000 2,600,000 
deficit at December 31, 1964........... — — 7,547,000 
Contributions by the Government........... 7,372,000 6,551,000 4,201,000 
A iVGEP Os bial ou cai uas bua: GEN ss via. cn 5,455,000 4,495,000 3,535,000 
Contributions by participants.............. 4,196,000 3,358, 000 2,701,000 
Contributions by Newfoundland............ 17,000 17,000 17,000 
RI CROP EGU 4 ON at bes late ons adbal’d <2 ERD scam ook 30,000 28 , 000 32,000 
36 , 270,000 27,189,000 20,633,000 
167,081,000 131,913,000 105,714,000 
Deduct: 
MUMNILY PAYMICDIS. Ces ee ors Cans es er ae te 996 , 000 881,000 778,000 
Termination allowances and return of contri- 
PULIONS tig... KAO Hwee ord eaten 304, 000 210,000 203 , 000 
Diver charges... 3502. Be a eR 16,000 11,000 9,000 
1,816,000 1,102,000 990 ,000 
Balance atvend Of Weabisuxes ves. c deeeew ss $ 165,765,000 $ 130,811,000 $ 104,724,000 
Canada Pension Plan Account 
Year ended March 31 
1970 1969 1968 
Balance at beginning of year........... $ 2,107,758, 000 $ 1,352,754, 000 $ 680,881,000 
Ada: 
Contributions from employers and em- 

DIO VOCS «si aos 9-5-0 Hs ak fo > s hee 745 , 646, 000 697 , 626, 000 640, 244,000 
Titeeegie ac Ace DOR ee ae so ce eee 143,508,000 86,810,000 43,578,000 
Cottier Gredita.,. ... FUR ose. an cate 404, 000 590, 000 835,000 

&89 , 558 , 000 786 ,026 , 000 684,657,000 


2,997,316, 000 2, 137,780,000 1,365,538, 000 


Deduct: 
BORGDY PAVIDENIS cs a6 bcs 45 05 0s oo Os 47 ,346, 000 15,567,000 1,268,000 
Administrative expense.............. 17,712,000 14,455,000 11,516,000 
66 ,058 ,000 30,022,000 12,784,000 
Balance at end of year................. $ 2,932,258,000 $ 2,107,758, 000 $ 1,352,754, 000 
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Year ended March 31 
1970 1969 1968 
Balance at beginning of year........... $ 1,324,635,000 $ 1,326,098,000 $ 1,324,519,000 
Add: 
Be edie hits cit cone die winnie 5 51,092,000 51,048,000 50,954,000 
Presa ad Satan's. soo eo oe 1b 12,896,000 14,915,000 18,587,000 
Sundry adjustments. 7. Ve weiss 26,000 18,000 25,000 
64,014,000 65 , 981,000 69,566 ,000 
1,388,649, 000 1,392,079 ,000 1,394,085, 000 
Deduct: 
Vested annuity and commuted value 
payments and refunds............. 67,167,000 66, 643 , 000 66,800,000 
Transfer to revenue of the excess over 
actuarial value of outstanding con- 
ht paar are ae oe 402,000 801,000 1,187,000 
67,669,000 67,444,000 67 , 987 ,000 
Balance at end of year..............20- $ 1,321,080,000 $ 1,324,635 ,000 $ 1,326,098, 000 


Old Age Security Fund 


Year ended March 31 


1970 1969 1968 


Collection of tax— 
SLATER. ah ALD PAL. Bole ACO $ 577,441,000 $ 528,122,000 $ 544,516,000 
On personal incomes..............0¢- 1,026,500,000 915,000,000 800,100,000 
On corporation incomes.............. 227 , 100,000 183 , 000,000 150,000,000 
1,831,041,000 1,626, 122,000 1,494,616,000 
Payment of pensions under the Old Age 
POR NTR PRG galas stake & ose aetna 1,730,535 ,000 1,541,319,000 1,388,119,000 
purplus for thecyéare.. ti. Jneweue. 464 100,506,000 84,803 , 000 106 , 497 , 000 
Preceding year’s surplus brought forward. 620, 892 ,000 536 , 089 , 000 429 , 592,000 


Surplusat:MarchBhs wwnslows.ck).s suiales Bees $ 721,398,000 $ 620,892,000 $ 536,089,000 
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The following is a listing of the major items included in “Other” at March 31, 1970 
in comparison with the balances at the close of the two previous years: 


March 31, 1970 March 31, 1969 March 31, 1968 
Veterans Insurance Fund............... $ 32,423,000 $ 32,146,000 $ 31,616,000 
Civil Service Insurance Fund........... 23,423,000 23,814,000 24,061,000 
Regular Forces Death Benefit Account... 20, 696 , 000 19,611,000 18, 844,000 
Public Service Death Benefit Account.... 19,048,000 16,383,000 14,389,000 
Unemployment Insurance Fund......... 11,775,000 12,077,000 16,397,000 
Returned Soldiers’ Insurance Fund...... 9,639 , 000 10,204,000 10,787,000 
Royal Canadian Mounted Police Depen- 
csnte Pension Puna sce foo Ph oe bees 8,439,000 8, 282,000 8,093,000 
Crop Reinsurance Fund................ 4,569,000 3,348,000 1,911,000 
Pier Pension Kunst soso sdaeaiewns 4,479,000 4,108,000 3,751,000 
Members of Parliament Retiring Allow- 
ances Account. 4. oeo: a we ones 2,758,000 2,621,000 2,559,000 
SONG cls c's a «5 Ss wy de 938 , 000 1,379,000 1,804,000 
$ 138,187,000 $ 133,973,000 $ 134,212,000 


The Crop Reinsurance Fund account was established by an amendment (1964-66, 
c.28) to the Crop Insurance Act, 1959, c.42. Moneys amounting to $1,221,000 paid by 
three provinces under reinsurance agreements were credited to the Fund during 1969-70. 


_ The following is a summary of the transactions in the Members of Parliament 
Retiring Allowances Account during the past three years: 


Year ended March 31 
1970 1969 1968 
Balance at beginning of year..............0ce eee eeee $ 2,621,000 $ 2,559,000 $ 2,329,000 
Add: 
Contributions Dy DarViciPAaNis. «2.6. ch eas eee ese be 235 , 000 236 , 000 236 , 000 
Contributions by the Government................. 218,000 212,000 206 , 000 
TE BUEBE oe salk gery LO ey cl dal ane 7 oe gate ete es 106 , 000 103,000 97,000 
659 ,000 661,000 539 ,000 
3,180,000 3,110,000 2, 868 , 000 
Deduct: 
PSEA L BLOAT ROC) ne a iy iy he I aa te 416,000 398 , 000 294 ,000 
WY EL OCT RA ROW AIO i eo a ak Gd ee 6,000 91,000 15,000 
422,000 489 ,000 309 , 000 


Balance at end a. year... oe, oe eee $ 2,758,000 $ 2,621,000 $ 2,559,000 
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201. Undisbursed balances of appropriations to special accounts. The balances in- 
cluded under this heading at March 31, 1970, with the comparable balances at the close 
of the two previous years, were: 


March 31, 1970 March 31, 1969 March 31, 1968 
Reserve for wheat inventory reduction 

paymenisn 22M FO Cee ew... $ 100,000,000 $ a $ _— 
International Assistance Account........ 84,942,000 86, 386 , 000 64, 846,000 
Reserve for retroactive salary increases... 64, 332,000 120,529,000 -— 
National Capital Fund— 

National Capital Commission......... 11,800,000 3,750,000 -- 
Surplus Crown Assets Account— 

Department of National Defence...... 10,769,000 13,122,000 31,053,000 
Centennial of Confederation Fund....... 848 , 000 2,384,000 7,253,000 
Railway Grade Crossing Fund........... — 8, 225,000 9,509,000 
SURGE ene hh ck: abyss Gch! wittelin AED 707,000 1,112,000 12,158,000 

$ 273,398,000 $ 235,508,000 $ 124,819,000 


The reserve for wheat inventory reduction payments was established by Agriculture 


- Vote 17b, Appropriation Act No. 1, 1970, 1969-70, c.24, to provide for payments, which 


may be made in 1970-71 for wheat acreage reduction, of $6 per acre up to a maximum of 
1,000 acres per Canadian Wheat Board permit book-holder. 

The International Assistance Account was established under authority of External 
Affairs Vote 33d, Appropriation Act No. 2, 1965, 1964-65, c.60. The Account provides 
for economic, technical and educational assistance to developing countries and special 
administrative and other expenses in connection therewith. In 1969-70 the Account was 
credited with $57 million provided by External Affairs Vote 35 and charged with 
expenditure of $58 million. 


Treasury Board Vote 5b, Appropriation Act No. 1, 1969, 1968-69, c.23, established 


a reserve for retroactive salary increases. In 1969-70 the reserve was charged with 
~ expenditure of $115 million and credited with $58 million provided by Treasury Board 
_ Vote 5a, Appropriation Act No. 4, 1969, 1969-70, c.2. 


The National Capital Fund was established by the National Capital Act, 1958, c.37, 
to finance the cost of capital projects, as approved by the Governor in Council, in the 
national capital area. In 1969-70 the Fund was credited with $13.8 million provided by 
Regional Economic Expansion Vote 25 and $5.8 million was transferred to the National 
Capital Commission to finance the costs of approved projects. 


The Surplus Crown Assets Account—Department of National Defence was estab- 
lished by Vote 48 of Appropriation Act No. 2, 1966, 1966-67, c.3. Proceeds from the sale 
of surplus materials, supplies, equipment and, subject to annual limits up to 1968-69, 
from the sale of surplus buildings, works and land, are credited to the Account and, sub- 
ject to the approval of the Treasury Board, expenditure for any of the purposes of the 
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Department of National Defence is charged to this Account. In 1969-70 the Account was 
credited with proceeds from sales of $7 million and charged with expenditure of $10 
million. 


During the year, $1,536,000 was paid out of the Centennial of Confederation Fund, 
leaving a balance of $848,000 at March 31, 1970. 


202. Refundable corporation tax. This account records amounts received from cor- 
porations and trusts as special refundable income tax computed in accordance with an 
amendment (1966-67, c.47) to the Income Tax Act, R.S., c.148. This special tax applied 
to the period May 1, 1966 to October 31, 1967 and is refundable, with interest at 5% 
per annum, from 18 to 36 months after the date of receipt. During the year $14 million 
was credited to this account and $117 million was refunded, leaving a balance of 
$38,148,000. 


203. Provision for compound interest on Canada Savings Bonds. Certain issues of 
Canada Savings Bonds provide for payment of additional interest where bondholders 
do not claim interest for certain stipulated periods of time. The balance of $20,301,000 
in the account represents the provision to March 31, 1970 for this additional interest. 


204. Deferred credits. The following is an analysis of this item at the close of the 
1969-70 fiscal year and the two previous years: 


March 31, 1970 March 31, 1969 March 31, 1968 
Deferred interest on loans made under 
The United Kingdom Financia] Agree- 
ment Act, 1946, 1946, c.12............ $ 101,077,000 $ 101,077,000 $ 82,985,000 
Deferred interest on loans to The St. 
Lawrznce Seaway Authority........... 71,864,000 60,610,000 54,468,000 
Equity in agency account of Crown Assets 
Disposal Corporation... ..6... 5c. 6.03: 9,181,000 7,761,000 7,257,000 
Capitalized interest on loans to provincial 
governments pursuant to the Atlantic 
Provinces Power Development Act, 
PR ea OO. Bas ant cea Pan Lon etre 8, 843,000 2,745,000 2,740 , 000 
OCiDer Dalances, sit 5 iii di slunieleielh ars wae 1,963,000 2,133,000 2,411,000 
$ 192,928,000 $ 174,326,000 $ 149,861,000 


The St. Lawrence Seaway Authority paid $9 million on account of interest pre- 
viously deferred, while payment of interest for the 1969 year amounting to $20 million 
was in turn deferred. This deferred interest is payable by the Authority over a 39-year 
period along with repayments of principal. 


205. Suspense accounts. These consist of balances where some uncertainty as to their 
disposition exists. The largest suspense item is “Unclaimed cheques account” which 
totalled $1.3 million at March 31, 1970. 
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206. Unmatured debt. A summary of the unmatured debt at March 31, 1970, with 
the comparable balances at the close of the two previous years, follows: 


March 31, 1970 March 31, 1969 March 31, 1968 


Bonds— 
Payable in Canadian dollars....... $ 19,295,185,000 $ 18,818,550,000 $ 17,939,521,000 
Payable in United States dollars... . 265 , 003 ,000 266 , 733 , 000 160,354,000 
Payable in Italian lire............ 108, 108,000 108,108,000 — 
Payable in German marks......... 73,844,000 67,567,000 — 
19,742,140,000 19, 260 , 958 , O00 18,099 , 875 , 000 


BI tS ks tee ids Sian 2s: 2, 895,000,000 2,840,000, 000 2,480,000, 000 


$ 22,637, 140,000 $ 22,100,958, 000 $ 20,579 ,875,000 


The increase of $477 million in the bonds payable in Canadian dollars is the amount 
by which new borrowings of $6,736 million exceeded redemptions of $6,259 million. 
Canada Savings Bonds accounted for $411 million of the increase which resulted from 
$4,886 million of new issues and $4,475 million of redemptions. 


The official parity rate for Italian lire is 625=$1 US and for German marks is 
3.66=$1 US. The indebtedness payable in these currencies is converted to US currency 
at the official parity rates and then, along with the indebtedness payable in United States 
dollars, is recorded at the official rate of $1 US—$1.08108 Canadian. 

The treasury bills indebtedness of $2,895,000,000 comprises: three-month bills, 
$1,765,000,000; six-month bills, $880,000,000; 308-day bills, $175,000,000; and 364-day 
bills, $75,000,000. 


Net Debt 


207. With the Liabilities amounting to $38,150,097,000 (paragraph 197) and the 
Assets to $21,206,815,000 (paragraph 184), the Net Debt at March 31, 1970 was 
$16,943,282,000. The following is an analysis of the Net Debt Account for the year: 


Deaiatice at Aritel, TOGO 8 woes alk sé ia encase Wien ate = Riese $ 17,335,838,000 
Surplus for the year— 
TI he eke i eS Ss oe we ve © Rocce me Rak awe ean $ 12,323,845,000 
ROR POREUIEOS SEGAL ESE esas OS ie set Sale Main Rela ae Noa 11,931, 289,000 
392 , 556,000 
Dalance at niareh 215 1070 y/o. os aso staguaionamal« oct eo «9 as $ 16,943, 282,000 


Contingent Liabilities 


208. A note on the Statement of Assets and Liabilities gives the totals of the several 
classes of contingent liabilities at the year-end and refers to page 7.96 of the Public 
Accounts (Volume I) where details are to be found. 
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The following is a summary of the contingent liabilities with determinate amounts 
outstanding at March 31, 1970 in comparison with the corresponding amounts at the 
close of the two previous years: 


March 31, 1970 March 31, 1969 March 31, 1968 


Insured loans made by approved lenders 
under the National Housing Act, 1954, 


LO0S-G4 OLS. Waa engin We oe ne $ 7,327,000,000 $ 6, 732,000,000 $ 6,311,000,000 
Railway securities guaranteed as to prin- 

Rial BN INLSLeSE oie Ria eee anes ask 5 1,050,476 , 000 1,131, 366,000 1,197,181,000 
Loans made by chartered banks to the 

Canadian Wheat Board.............. 578 , 000 , 000 394,900,000 141,414,000 
Loans made by chartered banks under 

WESC Ota went em meen eee ieee eis ae a 454,305,000 358 , 835 , 000 296 , 689 , 000 


Guarantees under the Export Develop- 
ment Act, 1968-69, c.39, and its pre- 
decessor, Export Credits Insurance Act, 


Pee rem CL ee Onna a ene NE, ORE a am 328 , 744,000 332 , 966 ,000 369 , 387,000 
Home improvement loans under the 
National Housing Act, 1954.......... 22 ,048 ,000 21,116,000 20,209,000 


$ 9, 760,573,000 $ 8,971,183,000 $ 8,335, 880,000 


Among the contingent liabilities of indeterminate amount is that in respect of loans 
made by approved lending institutions under National Housing Acts prior to 1954. 
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Comments on Assets and Liabilities 


209. Section 64 of the Financial Administration Act requires that there be included 
in the Public Accounts “a statement, certified by the Auditor General, of such of the 
assets and liabilities of Canada as in the opinion of the Minister [of Finance] are 
required to show the financial position of Canada as at the termination of the fiscal 
year”. 


210. The Statement of Assets and Liabilities as at March 31, 1970 was prepared by 
the Receiver General on the same basis as in previous years, the following explanation 
concerning this basis being included in the introduction to the Public Accounts: 


With certain exceptions, taxes and revenues receivable, revenue and other asset accruals 
and inventories of materials, supplies and equipment are not recorded as assets (except when 
these are held as charges against working capital accounts) nor are public works and buildings 
or other fixed or capital assets. Following the principle that only realizable or interest- or 
revenue-producing assets should be offset against the gross liabilities, costs of capital works 
are charged to expenditures at the time of acquisition or construction. Consequently govern- 
ment buildings, public works, national monuments, military assets (such as aircraft, naval 
vessels, and army equipment) and other capital works and equipment are recorded on the 
statement of assets and liabilities at a nominal value of $1 as the value is not considered as 
a proper offset to the gross liabilities in determining the net debt of Canada. 


On the liabilities side, accrued liabilities (except for interest accrued on the public debt) 
are not taken into account in determining the obligations of the government. However, 
under section 35 of the Financial Administration Act, liabilities under contracts and other 
accounts payable at March 31 if paid on or before April 30 may be charged to the accounts 
for the year. These are recorded as accounts payable in the “Current and demand liabilities” 
schedule to the statement of assets and liabilities. 


This explanation reflects a policy established by the Minister of Finance in 1920, 
that assets to be included in the Statement of Assets and Liabilities should be confined 
to those which are readily convertible or which are revenue-producing. The Minister 
had immediately implemented this policy by removing from the Statement of Assets 
and Liabilities a substantial amount in loans, etc., which could not meet this test. 


This policy has been followed by successive Ministers of Finance ever since but a 
major exception was introduced in 1957-58 when funds required by the National Capital 
Commission for the purchase of lands in the Greenbelt were recorded as loans to the 
Commission instead of budgetary expenditure as had formerly been the case. They were 
given the appearance of being revenue-producing by asking Parliament to appropriate 
money to the National Capital Commission with which to pay interest on the loans. 
The practice was later extended to the financing of other agencies. 
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Brief details of exceptions to established policy, some of which we have commented 
on in previous Reports (paragraph 229 in 1969), are as follows: 


Loans to, and investments in, Crown corporations 


CANADIAN BROADCASTING CORPORATION. Funds required by the Corporation for capital 
expenditure since April 1, 1964 have been provided in the form of loans. Loans outstanding 
at March 31, 1970 amounted to $112,005,000. Each loan is repayable in equal annual instal- 
ments over 20 years at interest rates varying from 54% to 83%. 


CANADIAN NATIONAL RAILWAYS. An amount of $735,000 was provided to the Canadian 
National Railways under authority of Transport Vote 542, Appropriation Act No. 4, 1954, 
1953-64, c. 67, and Transport Vote 546, Appropriation Act No. 5, 1955, 1955, c. 60, towards 
the construction cost of a new dock and facilities at Bar Harbour, Maine, U.S.A. The loan, 
which does not bear interest, has been reduced, by annual payments of about $25,000, to 
$392,000 at March 31, 1970. These annual payments are charged as an operating cost of the 
ferry service, thus increasing the annual deficit of that service which is provided for by an 
annual appropriation of Parliament. 


NATIONAL CAPITAL COMMISSION. Funds required by the Commission for the purchase of 
Greenbelt lands and certain other lands have, since 1957-58, been provided in the form of 
loans from Canada which amounted to $67,128,000 at March 31, 1970, comprising loans of 
$37,447,000 for acquiring Greenbelt lands and $29,681,000 for acquiring other lands. These 
loans bear interest at rates varying from 4% to 815% and are repayable only ifand when the | 
properties are sold or put into use by the Government for other than Greenbelt purposes. : 


NORTHERN CANADA POWER COMMISSION. An amount of $300,000 was provided to the Commis- 
sion in the form of an interest-free loan from Canada in 1967 for the purpose of reconstructing _ 
the water supply system at Dawson, Y.T. The loan, which is repayable on completion of 
the work from funds appropriated by Parliament as a grant to the Government of the Yukon | 
Territory, was still outstanding on March 31, 1970 although the work was declared completed | 
on March 31, 1969. 


Other loans and investments : 


GOVERNMENT OF THE NORTHWEST TERRITORIES. Of the loans to the Government of the North- 
west Territories amounting to $20,917,000 at March 31, 1970, an aggregate of $19,604,000 
represents loans made in the years 1959 to 1970 for capital expenditure purposes. The loans 
are repayable over periods of from 5 to 20 years and bear interest at rates varying from 
44% to 84%. By agreement, Canada pays an annual amortization subsidy equivalent to 
the principal and interest due each year, less all moneys repaid to the Territorial Government 
in the year by local administrative districts in respect of loans made to them by the Terri- 
tories from moneys borrowed from Canada. 


GOVERNMENT OF THE YUKON TERRITORY. Of the loans to the Government of the Yukon 
Territory amounting to $20,496,000 at March 31, 1970, an aggregate of $16,604,000 represents 
loans made during the years 1958 to 1970 for capital expenditure purposes. The loans are 
repayable over periods of from 5 to 30 years and bear interest at rates varying from 44% to 
83%. By agreement, Canada pays an annual amortization subsidy equivalent to the principal 
and interest due each year, less all moneys repaid to the Territorial Government in the year 
by local administrative districts in respect of loans made to them by the Territory from 
moneys borrowed from Canada. 


The Public Accounts Committee holds the view that outlays on property in the 
Greenbelt are expenditures of the Crown rather than income-producing investments 
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and on two occasions requested the Department of Finance to review the practice 
with the National Capital Commission, with a view to placing the financing of the 
_ Commission on a more realistic basis. (See Appendix 1, item 7.) In its Seventh Report 
| 1966-67 the Public Accounts Committee stated that it was disturbed to learn that not 
only was no review undertaken by the Department of Finance in the case of the 
| National Capital Commission, but that the practice was continued and further extended 
_ In 1964-65 when the House was asked to approve loans to the Canadian Broadcasting 
| Corporation. The Committee reiterated its opinion that “expenditures of this type 
are not loans or advances which can or should be regarded as revenue-producing 
assets but are in fact grants and should be charged directly to budgetary expenditure 
in the Public Accounts of Canada”. (See Appendix 1, item 22.) 


The National Capital Commission has now received a directive from the Treasury 
Board with respect to loans for the purchase of property other than in the Greenbelt 
| under which, starting with 1970-71, loans will be provided only to acquire, improve 
and service properties which are to be sold to other users, thereby enabling the Com- 
mission to repay the loans. The Commission is to provide in its future budgetary 
appropriations for the pay-back of loans which were used to purchase land which 
_ is not for resale. 


Additional exceptions noted during the year originated with three loan votes 
_ authorizing loans in the current and subsequent fiscal years, to stipulated maximum 
amounts, for capital expenditures at the Montreal, Toronto and Vancouver Interna- 
tional Airports and for the acquisition and construction of ferry vessels and related 
- equipment. Moneys advanced under these authorities and recorded under “Other 
_ loans and investments” are not loans but are in fact funds provided for the acquisition 
of capital assets. Brief details of these exceptions to established policy follow: 


~ Other loans and investments—Miscellaneous 


AIRPORT CAPITAL LOANS. During the year capital expenditure totalling $23,253,000 at the 
Montreal and Toronto International Airports was charged to the Airports Revolving Fund 
pursuant to Transport Vote L160, Appropriation Act No. 3, 1969, 1968-69, c.36, which 
authorized the operation of the Fund. To the extent of $18,127,000, this capital expenditure 
was financed from revenue under authority of Transport Vote L160, with the remaining 
$5,126,000 being provided from Transport Vote L165 which authorizes loans up to $15,094,000 
for capital expenditure at these two airports in the 1969-70 and subsequent fiscal years. 


VANCOUVER INTERNATIONAL AIRPORT—CONSTRUCTION OF BRIDGES. At March 31, 1970 a 
total of $2,978,000 had been paid from Transport Vote L110b, Appropriation Act No. 1, 1969, 
1968-69, c.23, to contractors for work performed. This Vote authorizes loans to an amount 
of $17,125,000 in the 1968-69 and subsequent fiscal years to finance the construction of 
bridges and a network of arterial roads to improve transportation to the Vancouver Inter- 
national Airport. Present planning contemplates the levy of tolls in respect of this network 
which together with other receipts are to be applied to expenditures associated with the 
network, including payments of interest and principal on these loans. 


CONSTRUCTION AND ACQUISITION OF FERRY VESSELS AND RELATED EQUIPMENT. Amounts 
totalling $5,722,000 at March 31, 1970 were paid out under the authority of Transport 
Vote L107b, Appropriation Act No. 1, 1969, which authorizes loans up to $16,000,000 in 
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1968-69 and subsequent years for the purchase of a ferry vessel and the construction of 
two additional ferries. Annual payments of principal and interest, to begin in the year in 
which each vessel enters service, are to be charged as operating costs and included in the 
Prince Edward Island Ferry Service Deficit, which is provided for by means of an annual 
parliamentary appropriation. 


Under the policy outlined at the beginning of this section, the cost of government 
buildings, vessels and other capital works and equipment is charged to expenditure at 
the time of acquisition or construction because departments are dependent on public 
revenue for their capital needs. The Crown corporations and other bodies referred to 
previously are also dependent on public revenue for their capital needs. 


These exceptions to long-standing policy have had the effect of understating the 
Deficit or overstating the Surplus in the Public Accounts each year since 1958. To the 
extent that parliamentary appropriations are required in later years to provide for re- 
payment of the loans, and in some cases the interest thereon, the Deficit will increase or 
the Surplus decrease in those years. (See paragraph 54 of this Report.) 


If certain capital assets are to be included in the Statement of Assets and Liabilities | 


in future, then a formal change of policy is required and steps should also be taken to 


bring all similar capital assets on to the Statement. Furthermore, the assets should be © 


described as capital assets and should not be categorized as loans, which is incorrect. 


211. Accounts receivable. Taxes and sundry accounts receivable are not recorded as 
assets in the Statement of Assets and Liabilities but information regarding the accounts 
receivable for each department at March 31, in comparison with the corresponding in- 
formation at the close of the preceding year, is given in the several departmental sections 
of Volume II of the Public Accounts. 


A summary of the accounts receivable totals by department is included as Appendix 
13 on page 10.29 of Volume I of the Public Accounts. The summary shows a total of 
$418 million receivable at March 31, 1970 of which $18 million is classified as uncol- 
lectable. The comparable figures at March 31, 1969 were $341 million and $15 million. 


The accounts receivable totals at March 31, 1970 were the amounts remaining after 
certain debts had been deleted from the accounts under the following authorities: 


Items Amount 

Appropriation Act No. 1, 1970, 1969-70, c. 24—Treasury Board Vote 7b— 

amotunts:in excess .ofiS5.000)0.4..ais) 2. « baetiowsieens Ge ten), eealagret, 191 $ 4,542,000 
Financial Administration Act—section 23—amounts of $5,000 or less........ 12,502 2,940,000 
Bankruptcy Act, R.S., c. 14—section 135—discharged bankrupts............ 1,070 1,928,000 
Unemployment Insurance Act, 1955, c. 5|0— 

section. 42-1 alern LOU LLONS «fe sccbec eau. dark siansh< alidtoas «axthew bshuraes «rset ice 1,427 221,000 

section 6/—oYVerpaid Deneits + so4 levswerepues dasrar Jamend cd <ha bate nee 3,293 248 ,000 
Department of Justice Act, &.S., c. 7i—section 5d... ....... 0. cece ee eee 2 4,000 


18,485 $ 9,883,000 
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A summary of deletions by department follows:, 
Items Amount 
External Affairs— 
Frenartimentaat #, e028. Bere 4k, A ee GRE Ger » Wale Sa 259 $ 23 ,000 
Canadian International Development Agency.............e.ceceeecees 1 2,000 
260 25 ,000 
Prenerietand © oresixy AAR teslask on aes RECTUS, lS. SL. eee. Boe 87 23 ,000 
Indian Affairs and Northern Development................. 0.0.00 ce eeeeees 2,802 263 , 000 
Labour— 
Unemployment Insurance Commission...............0c0cccceceeeeues 34 1,000 
Tey ent. LeUrAN Cool iN oc capris gies ah betel sid nas Boece de +t 4,720 469,000 
4,764 470,000 
MV UMI TBE OE TAUl REDITILOUNCIOTE Oo ele df Gk gee Poole ER o 14 Hin ela ce MEO EE 8 82 7,000 
PVAHIOURE LICIONCO, Fey ere ee ee en oe eee ee, eed Mell Ces 587 37,000 
National Revenue— 
RUINS CATICL: HN OIBOUJIVISION «5. cies <tojnieee wel s's a wis BSW 5 db dcop HALE Wie Geb 623 1,320,000 
Pe atIO Or Viet ave, RI AE cece ase eee aes atee ra aneoens 8,207 7,687,000 
8,830 9,007 ,000 
Solicitor General— 

WPOLTECUIONIAL DOL VICESs C47. voted sae fics Were oe aes ots JEMRS Levees. Fi 11 3,000 
RGOVAPCANAiAn NIOUNLCDE OGE srg oli Licply ss eae aed wcie b's Pleas s reaveee » ale 51 13,000 
62 16,000 
A ES SI PN FSS PA ie AT Po I oe nC a rere ae Pap 364 12,000 
rer ae EATS Pe ee ea ee eee eee ee oe he eta er rice. 305 9,000 
cietwie, Semen vivre A entire SG aly a o.geldad tok heen Ree « Ms 352 14,000 


18,485 $ 9,883,000 


Included in the accounts receivable were amounts totalling $6,091,000, compared 
with $2,876,000 in the previous year, representing interdepartmental accounts which 
should have been settled before the books were closed for the year. Of this amount, 
$91,000 remains outstanding from prior years. A listing, by department, of amounts due 
from other government departments at March 31, 1970 follows: 


Accounts arising in 


Current Prior 
year years 
Tnetey, Mines and Resources: cgi: 8. ¢ .asticls 44-2 e stvedoonm i geroren wee $ 5,000 $ 2,000 
Be CT ER Te AEE il ely a Ri sia: Us are ge de sos AS SIR hy iN Ae OM eee ae ALE 5,000 11,000 
Timaricend 2 hie mith Me: ay ar Eee ECR tw aie sinks Cast Rings Gash dee o's SO RDS RRS — 2,000 
PASE OY ION DG BP OPPREOW Ms hits has on ais Ss AM ight dia visas deh pee ORG 36,000 — 
Indian Atiairs and Northern Dévelopment. 0... 0... see es ea eee eset ees 128 ,000 42,000 
DURE LA ASU SOM TAREE 5 10a 5 ye Nin ace ak te alee, wie time dow te do em abaleratat 15,000 ,000 
Ieee he, Pear Gree etek ote als alee ales devin VT Shs a ae a eS 2,000 — 
De ME TCTs ee et ee i 5 rks Sih nets a 2 GW, yO Tin hciors Ia ereeae 124,000 — 
PiSOORALARIL GGA GUALOAG: cae coil + \ eee ea se cae Baad aia ehiKe 192,000 — 
National Revenue—Customs and Excise... .........:. cece cece cee ececes 17,000 — 
Be a a ic aces < Ft Wert is iia) he ce Sa. 6, sie asa nd tdi as.s nv oslatistre ny one capappleneeuee 2,050,000 8,000 
Solicitor General—Correctional Services........... 02. c ccc e cece e eee ee eee 92,000 — 
Supply and Services—Public Printing and Stationery.................... 29 ,000 1,000 
BORG) oes. gE ie ot ate ieee et ee ea e's ok ede dads 3,096,000 19,000 
Treasury Board—National Research Council of Canada.................. 191,000 — 
Th LACT ces nN he ce oe Sa oo) 5 wn Stem ei ance ty o's “al cing, (e\ hua lg bee fy's rte a> 18,000 3,000 


$ 6,000,000 $ 91,000 


154 REPORT OF THE AUDITOR GENERAL — 1970 


These accounts were not settled due to delays in submitting billings, delays by — 
debtor departments in processing invoices and, in some cases, debtor departments — 
not having sufficient funds in their appropriations. An example of the last is $145,000 | 
owing to the Department of Transport and $82,000 owing to the Department of Public | 
Works by the Department of Indian Affairs and Northern Development. | 


Not included in these accounts is the amount of $1,020,000 paid by the Canadian | 
International Development Agency in 1970-71 from the International Assistance Ac- 
count but recorded by the seven receiving departments as 1969-70 business (see para-_ 
graph 58 of this Report). Also not included is an amount of $95,000 owing by this Agency | 
to the Department of External Affairs. Because there were insufficient funds in the — 
Agency’s 1969-70 appropriation, the amount was paid after the year-end from the | 
Agency’s 1970-71 appropriation. However, the payment was received by the Department — 
of External Affairs in time to be recorded as a 1969-70 receipt and therefore the account 
was not recorded as outstanding at March 31, 1970. | 


In previous Reports (paragraph 230 in 1969) we have drawn attention to the fact | 
that some departments were not keeping their accounts receivable accurately and | 
efficiently in that they were not maintaining control accounts or providing for an effective | 
verification of the accounts by officers other than those responsible for keeping them. | 
In last year’s Report we stated that there had been general improvement in these ac- | 
counts as the result of the development of a Treasury Board policy with respect to | 
revenue control, and further improvement was noted during the year. However, test 
examinations indicated that in some departments the handling of accounts receivable 
still falls short of desirable standards. Comments on these departments along with per- 
tinent information with regard to the receivables of other departments are set forth in 
the ensuing paragraphs. 


212. Accounts receivable—Department of National Revenue. Of the $418 million of | 
accounts receivable at March 31, 1970, $353 million relates to the Department of Na- — 
tional Revenue. With the co-operation of the officials of the Customs and Excise Division 
and the Taxation Division of the Department, analyses have been prepared showing the 
nature and amounts of the unpaid accounts of these Divisions. 


CUSTOMS AND EXCISE DIVISION. The following is a summary of the accounts receivable 
of this Division at March 31, 1970 with comparable amounts at the close of the previous 
year: 

March 31, 1970 March 31, 1969 


— —— 


Excise taxes. 2-4) >... df vonage baci eee ™ $ 14,362,000 $ 9,726,000 
Duties aud taxes on inportationaus acetates sts s ee eke ek oe 3, 230,000 3,309,000 
Custiing Seizireg tid pict ae ees tite ee heh eedd oe gee eee ee 1,476,000 1,747,000 
Tivestigatiqne see. os ot cee es th beer a eat he aero ee eee eee ee 127,000 133 , 000 
TiCerUucCpATitnenOal.. Ste cle t eT EL SLT DRS SERRE TC EPERS CERES EERE TS 17,000 649 ,000 
ait ie ode bo ee Ee UE EEE eee Re tek cue ts Seek & ke 14,000 8,000 


$ 19,226,000 $ 15,572,000 
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Of the total of $19.2 million, collection action was being taken on 10,097 accounts 
_ totalling $5.9 million. The remaining $13.3 million had not been collected for the fol- 
_ lowing reasons: 


NTE oO) RS: ne ee Oe ae. ae ae ae) ee Ope Re Te 2 ea 3,022 accounts $ 6,993,000 
Pera eee, Smeets Wee! A ee te PUR iad A 8 Cm hs dd 1,063 accounts 4,854,000 
OTC NOTE RM Ns Bo. yoo vee ky Sold ed a uw a cee wes os 457 accounts 1,447,000 


See 


4,542 accounts $ 13,294,000 


—_——— 
————_—_ 


Further details of these accounts receivable are to be found in the report of the 
Department of National Revenue for the year ended March 31, 1970 and on page 16.14 
of Volume II of the Public Accounts. 


These accounts receivable do not represent all moneys owing to the Division at 
_ March 31, 1970. They do not include duties and taxes owing on goods that have been 
imported illegally where the Minister had not rendered a decision as to the penalties to 
_ be imposed, and the unpaid portion of duties and taxes on temporary importations from 
_ which relief is being sought from the Governor in Council. 


Of the $14.4 million of excise taxes receivable, which includes $1.4 million in 
penalties, the Department estimates that $1.5 million will not be collected. 


There is no requirement that interest be charged on overdue accounts although a 
monthly penalty of 3 of 1% is charged on overdue excise taxes. 


In previous Reports (paragraph 231 in 1969) we have stated that the Customs and 
Excise Division was preparing to extend the system of control accounts to include all 
receivables. This has not yet been accomplished but in general its system of control 
over receivables has been improved by providing for an effective record of individual 


accounts. 


During the year 623 accounts amounting to $1,320,000 were deleted under authority 


of: 
Items Amount 
Appropriation Act No. 1, 1970, 1969-70, c. 24—-Treasury Board Vote 7b..... 66 $ 878,000 
Financial Administration Act—section 23... ..... 00. c ccc cece eect eeees 528 384,000 
PBR PUR SAC cil ea Cie tt OCLION VIGO. bieie 2 Wakiee ents oe ate -daiew 25 dees 28 56,000 
Department of Justice Act, R.S., c. 7i—section 5d........... 00. ee ee ee eee 1 2,000 


623 $ 1,320,000 
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TAXATION DIVISION. The following is a summary of the accounts receivable of this 
Division at March 31, 1970 with comparable amounts at the close of the previous year: 


March 31, 1970 March 31, 1969 


Income tax— 
TRE VAG AS ee ce ii eds AR 63s 45. eke Ree ee Ce $ 171,144,000 $ 143,499,000 
GOrporatieis FVi Fee SH, SSE CAML ORAL DR RAPA A, Lg 113,771,000 96 ,036 ,000 
TMedenduchions vas ccs ees Cee. cee ee! eae) ee 18,789,000 13,077,000 
IV OTF OSE, fois). abd eamtaivn «ecaumens ey eran rete nmrrns Ee 4,051,000 3,964,000 
WGLCrIOC NAR re woe ete ee sce Wass Gees san ube) oe tee 4,563,000 4,757,000 
312,318,000 261 , 333,000 
Estate tax and succession duty...........0 cece cece eee eee eeeees 20 , 992,000 15,405,000 
ULL Rs es ern ee ae eee oe Ce keer eR ces chee: 12,000 5,000 


$ 333,322,000 $ 276,743,000 


Of the total of $333 million receivable at March 31, 1970, $96 million (29%) 
represented 67,758 accounts which were undergoing the normal collection process. The 
remaining $237 million had not been collected for the following reasons: 


Current assessments yieeacstid carey ceed wee wr dee ke 254,204 accounts $ 67,379,000 
Di nicolleeta le ivcciccade sees «ate mas Wile ria ie cae lee  Peccaellll Mat aire te 12,242 accounts 12,282,000 
ATU S oo ork rc eM idle. pa aR gti a ila RM aia 2 eM a aca ae 5,685 accounts 18,918,000 
TROT GATOR ES ou ARC ae. | Balt tests cal TE a OR i oath ae i, Coe 1,822 accounts 133 , 666,000 
TICTCITOU CAR OTs ares ee eC ane errs eta Pt ere Lage Ge 3,160 accounts 4,563,000 


277,113 accounts’ $ 236,808,000 


Further details of these accounts receivable are to be found in the report of the 
Department of National Revenue for the year ended March 31, 1970 and on pages 16.14 
and 16.15 of Volume II of the Public Accounts. 


During the year 8,207 accounts amounting to $7,687,000 were deleted under 
authority of: 


Items Amount 
Appropriation Act No. 1, 1970—Treasury Board Vote 7b................... 125 $ 3,665,000 
Financial Administration Act—section 23......... 0... ccc eee cee eee eee eee 7,040 2,150,000 
Bankruptey Act-section 4300. i ois'0 5 eyed ous a oie eee soe ree Xe ek ees 1,042 1,872,000 


8,207 $ 7,687,000 


213. Accounts recervable—Department of External Affairs. The accounts receivable 
of this Department include an amount of $1,704,000 owing to Canada from the fund 
known as the “Common Pool” established by the Geneva Conference on the problem 
of restoring peace in Indo-China. An additional amount of $1,270,000 is recoverable on 
behalf of the Department of National Defence. This total of $2,974,000, an increase of 
$202,000 over the preceding year, represents certain costs incurred by Canada as far 
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back as 1960-61 in serving on the Indo-China Truce Commissions. No payment has been 
received from the “Common Pool” since February 1963 but Canada’s assessments towards 
financing the Laos International Commission since 1962-63, amounting to $222,000 
($29,000 in 1969-70), have been applied against the indebtedness. 


We understand that the failure of The People’s Republic of China to continue its 
contributions has resulted in the “Common Pool” being unable to pay all of the costs 


| for which it is responsible. 


As has been pointed out in previous Reports (paragraph 232 in 1969), in the absence 
of any reimbursement from the “(Common Pool” in recent years, new financing arrange- 
ments should be sought. 


214. Accounts receivable—Department of Indian Affairs and Northern Develop- 
ment. The accounts receivable of this Department at March 31, 1970 amounted to 
$1,791,000, including uncollectable accounts of $395,000. 


In our past four Reports (paragraph 233 in 1969) we have referred to shortcomings 
in the Department’s handling of accounts receivable. Our review of the accounts out- 
standing at March 31, 1970, while revealing some improvement in the reporting of the 
accounts, also disclosed major omissions and inadequacies in assembling the information 
in final statement form. However, subsequent to the year-end a departmental task force 
was established to review the systems for the control, recording, collection and write-off 
of accounts receivable and to formulate recommendations which, when implemented, 
would result in a fully appropriate system. 


215. Accounts receivable—Department of Manpower and Immigration. In our 1969 
Report (paragraph 234) we referred to omissions in the compilation of the accounts 
receivable of this Department and to the lack of proper controlling accounts. At 
March 31, 1970 control accounts had not been established for accounts totalling $409,000 
and accounts totalling $680,000 were not in agreement with their respective control 
accounts. 


216. Accounts receivable—Department of National Health and Welfare. Examina- 
tions during the year of the records of four of the Department’s fourteen hospitals dis- 
closed that considerable improvement was required in both the control and collection 
of accounts receivable. At one hospital there was no control account, while at another 
the control account was of little value because the posting of entries was nine months 
in arrears. Billings for out-patient services were two months in arrears at one hospital 
and recovery of certain ambulance charges, which were payable under the provincial 
hospital plan, was overlooked at another location. When the accounts receivable ledger 


- cards at one hospital were abandoned and new cards set up in October 1967, the balances 


on the original cards, amounting to approximately $147,000, were not carried forward 
to the new cards although no authority had been obtained for the write-off of these 
balances. 
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217. Accounts receivable—Department of Public Works. The accounts receivable 
of this Department at March 31, 1970 were overstated by $1,355,000 due to the inclusion 
of accounts receivable which had been settled before the books were closed. 


218. Accounts receivable—Department of Transport. The accounts receivable of | 
this Department amounted to $7,658,000 at March 31, 1970, compared with $6,539,000 | 
at March 31, 1969. | 


Included in the amount reported at the year-end is $3,096,000 represented as inter- 
departmental accounts receivable. This amount includes interdepartmental accounts 
receivable of $446,000 which had been settled prior to the year-end, and accounts re- 
ceivable of $2,385,000 due from various Crown corporations which should not have been 
reported within the interdepartmental category. 


In our 1969 Report (paragraph 235) reference was made to the reports of the 
Department’s internal audit staff which had recommended a review of collection and | 
write-off practices, to be followed by the preparation of detailed written procedures. 
Although written procedures were prepared by the Department and issued in 1969 and 
1970, it is apparent that the impact of these revised procedures is yet to be felt in the _ 
reporting of accounts receivable by the Department. 


219. Cash on deposit in chartered banks. Included in the item “Cash” is an amount 
of $831.8 million on deposit in bank accounts. Of this amount, $806 million was on de- 
posit in the chartered banks in Canada, $2.5 million in the Bank of Canada and $23.3 
million in banks in London, New York, Paris, Brussels and Bonn. 


The balances on deposit in bank accounts abroad are working balances against which 
cheques are drawn and which do not earn interest. The Bank of Canada, in accordance 
with the provisions of section 19(e) of the Bank of Canada Act, R.S., c.13, does not pay 
interest on deposits. However, profits of the Bank of Canada are paid to the Receiver 
General and placed to the credit of the Consolidated Revenue Fund. 


Balances on deposit in the chartered banks in Canada earn interest only on the 
amounts by which the aggregate of the lowest daily balance for each bank in each week 
exceeds $100 million, calculated at the weekly average accepted treasury bill tender rate 
for the three months treasury bills, less 10%. (See paragraph 66 of this Report.) 


220. Departmental working capital advances. This item, amounting to $200,962,000 
at March 31, 1970, comprises a number of revolving funds and working capital advances, 
established by Appropriation Acts and other statutes. 


In the following instances balances include: capital assets, which under the policy 
referred to in paragraph 210 should not be included as assets in the Statement of Assets 
and Liabilities; operating deficits or undistributed expense, which are not assets; and 
long-term stockpiles of materials which should be shown as a separate category in the 
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Statement of Assets and Liabilities and should not be financed out of working capital 
advances: 


1. The National Film Board Operating Account and the Computer Services Bureau 
Revolving Fund included capital expenditures of $142,000 and $165,000 and the Bureau’s 
Revolving Fund includes a deficit of $699,000, which is to be recovered from a future 
parliamentary appropriation. (See paragraphs 288 and 285 of this Report.) 


2. The Government Telephone Account, operated by the Department of Communications, 
included undistributed expense of $111,000 at March 31, 1970. The amount represents 
expense incurred during 1969-70 and should have been charged to the relative depart- 
ments as an expense of the year. 


3. The Department of Energy, Mines and Resources account “Stockpiling of uranium 
concentrates’”’ records the accumulated cost of acquiring, refining and storing uranium 
concentrates since 1963-64 which amounted to $94 ,621 ,000 at March 31, 1970. Industry, 
Trade and Commerce Vote L77d, Appropriation Act No. 2, 1966, 1966-67, c. 3, authorizes 
purchases up to $135,000,000. . 


4, One of the purposes of the Defence Production Revolving Fund is to finance the stock- 
piling of strategic materials and the balance of the Fund at March 31, 1970 included 
strategic materials having a book value of $964,000 (see paragraph 163 of this Report). 
Also included in the balance at March 31, 1970 was a trading loss of $104,000 with 
respect to strategic materials, which is to be recovered from a future parliamentary 
appropriation. 


221. Loans to, and investments in, Crown corporations—Atomic Energy of Canada 
Limited. Included in the loans to Atomic Energy of Canada Limited totalling $328,- 
370,000 are the following amounts, exclusive of accrued interest, relating to construction 
of nuclear power stations at: 


Dourlas Point, Ont... >... or mey +20 Dee AP earroly $ 69,945,000 
CFC RE NG. os. ee va ehh ok 0 EOE OEE 88 Ke ae OD 58 ,000 , 000 
Pickering, Ost C0 Pee a el ae Re a oa 58,400,000 


The Douglas Point nuclear power station, a prototype station started up in 
1967-68, has incurred commissioning costs and operating losses of $2 million in 1967-68, 
$2.4 million in 1968-69 and $3.6 million in 1969-70. No provision is made for deprecia- 
tion. The Gentilly nuclear power station has not yet started up on an operational basis. 


After the Douglas Point and Gentilly stations have been established to be safe and 
dependable sources of power, they are to be sold to the provincial power commissions at 
prices calculated to make the estimated future cost of energy produced equal to that 
from fossil-fired conventional thermal generating stations. Whether the selling prices 
will be sufficient to permit the Company to repay the loans remains to be determined. 

The Company’s portion of the cost of the Pickering nuclear power station is expected 
to be recovered from the Hydro-Electric Power Commission of Ontario but this is 
dependent on the success achieved in the operation of the station. 


222. Loans to, and investments in, Crown corporations—Canadian Dairy Com- 
mission. Loans to the Canadian Dairy Commission which amounted to $45,167,000 at 
March 31, 1970 were used by the Commission to purchase dairy products at domestic 
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market support prices. Inventories of butter, skim milk powder and cheese held by the 
Commission at March 31, 1970 had been acquired at a cost of $47,321,000 but had a 
realizable value of only $27,878,000 at that date. The difference of $19,443,000 was 
charged to subsidies on disposal of surplus dairy products, thereby increasing the Com- 
mission’s accumulated deficit to $25,386,000. 


The Commission was in no position to repay that portion of the loans, $25,386,000, 
which was financing the accumulated deficit of the Corporation at March 31, 1970 with- 
out recourse to an appropriation by Parliament and that amount was not an asset of 
Canada at that date. 


223. Loans to national governments—Special assistance loans to developing 
countries. Since 1964-65, Appropriation Acts have authorized a total of $483 million in 
special loan assistance to developing countries and agreements to lend have been entered 
into with 30 countries and two regional development banks. At March 31, 1970, $173,- 
756,000 had been disbursed to 21 countries under these loan agreements, an increase of 
$81,125,000 in the year. These loan disbursements may be classified as follows: 


Repayable over 40 years, following a grace period of 10 years from the 
date of execution of each agreement— 


PROPOSAL COO ir ie Be i SN alae ni a ane Ca Le oes 45 loans $ 124,862,000 
Interest at # of 1% per annum, on the amount of the loans 
ecinmitted less repayments. s4.cn. sivas dees hen ane wee ee 24 loans 36 , 380,000 
Repayable over 30 years, following a grace period of 10 years— 
interestefreein.) 2 Ai Bal, dak ek J ON Se 1 loan 878 ,000 


Repayable over 30 years, following a grace period of 5 years— 
Interest at 2 of 1% per annum, on the amount of the loans 


commilitedless repayments wis. Seiten « Lbs waadae alee 1 loan 3,240,000 
Repayable over 23 years, following a grace period of 7 years— 
Interest at B04 per annum 4 6. oe. Gea. Bett AIS 11 loans 4,972,000 
Repayable over 20 years, following a grace period of 5 years— 
Interest nt 675 Her AIO et eins o's ee ee ee eae 1 loan 3,424,000 


$ 173,756,000 


224. Other loans and investments—Provincial governments—Quebec’s share re 
guarantee 1967 World Exhibition loans. In last year’s Report (paragraph 243) we re- 
ported that in July 1968 the Province of Quebec had delivered to Canada notes in the 
amount of $74,450,000 in connection with its liability with respect to the Canadian 
Corporation for the 1967 World Exhibition. The notes of the Province are payable in 
48 monthly instalments of $1,551,000 each with interest at 5.46%. At March 31, 1969 
nine monthly instalments. had been paid leaving notes totalling $60,491,000 which were 
not yet due. 


In May 1969 the Province delivered to Canada additional notes of the Province in 
the amount of $10,779,000 in connection with the liability of the City of Montreal with 
respect to the Canadian Corporation for the 1967 World Exhibition. These notes are 
repayable in instalments, with interest at 5.46%, between October 1, 1969 and April 1, 
1977. 
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The Province, pursuant to the provisions of the Expo Winding-up Act, 1969-70, c.1, 
was authorized by the Governor in Council to defer until 1972 the payment of notes 
falling due in 1969-70 up to an amount not exceeding $5,500,000. Accordingly, four notes 
of $1,551,000 each payable between December 1, 1969 and March 1, 1970 were replaced 
by a 5.46% interest-bearing note of $704,000 payable on March 1, 1970 and three non- 
interest-bearing notes of $1,551,000 each payable between July 1, 1972 and September 1, 
1972 and one of $847,000 payable on October 1, 1972. 


During the year the Province paid instalments of $13,325,000, leaving notes totalling 
$57,945,000 which were not yet due 


225. Other loans and investments—City of Montreal notes re 1967 World Exhibition. 
On April 1, 1969 the City of Montreal issued its notes in the amount of $14,371,000 
payable to Canada in connection with the City’s share of the estimated final deficit of 
the Canadian Corporation for the 1967 World Exhibition. (See paragraph 63 of this 
Report.) These notes are payable in instalments, with interest at 5.46%, between Oc- 
tober 1, 1969 and April 1, 1977. The instalment of $289,000 due on October 1, 1969 was 
paid, leaving a balance of $14,082,000 at the year-end which was not yet due. 


226. Other loans and investments—Investment in shares of Panarctic Oils Ltd. In 
our 1969 Report (paragraph 246) we noted that Canada had joined a consortium of 
twenty participants, including leading Canadian oil and mining companies, for a three- 
year oil exploration program in Canada’s Arctic islands. Panarctic Oils Ltd. was in- 
corporated for this purpose and Canada agreed to purchase sufficient shares of capital 
stock in the Company to maintain a 45% equity. Initial financing involved $20,050,000 
in the form of preferred and common stock but the agreement provided that the program 
could be enlarged to $30,100,000. Canada has two representatives on the Board of Di- 
rectors, comprising fourteen members, but may appoint additional directors propor- 
tionate to its equity if and when it desires to do so. 


At March 31, 1969 Canada had paid $5,012,500 on its subscription to shares in the 
Company. These shares were recorded in the accounts at the nominal value of $1, having 
been financed from expenditure appropriations. During 1969-70 Canada made further 
payments of $8,521,250 on its subscription, $4,010,000 having been provided by expend- 
iture appropriation and $4,511,250 by loan vote in respect of the extension of the 
program to $30 million. In order to maintain consistency in the accounting treatment of 
the investments, the portion that had been charged to expenditure and carried at a 
nominal value was revalued at cost, $9,022,500, thereby increasing to $13,533,750 the 
total investment by Canada at March 31, 1970. 


Financial statements of the Company show exploration costs of $18,365,000 from 
the date of its incorporation to December 31, 1969, including drilling expense of 
$9,217,000. 
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227. Other loans and investments—Loans to Telesat Canada for the development 
of space and terrestrial communications. Vote L5, Appropriation Act No. 3, 1969, 1968- 
69, c.36, provided $9,850,000 for loans in the current and subsequent fiscal years for the 
development of space and terrestrial communications undertakings and systems. During 
the year loans aggregating this amount were made to Telesat Canada to finance the 
capital and operating expenditures of the Company until it received the proceeds from 
the sale of capital stock. 

The loans were repaid in December 1970 following issuance of two million shares of 
common stock by the Company, one million of which were issued to Canada for $10 
million. 

The Company’s fiscal year ends on December 31 and copies of its financial state- 
ment and auditor’s report are required by section 37 of the Telesat Canada Act, 1968-69, 
c.61, to be laid before Parliament by the Minister of Communications. A firm of 
chartered accountants appointed by the shareholders is the auditor of the Company. 


228. Other loans and investments—Other balances—Regional Economic Expan- 
sion—infrastructure development. Vote L130, Appropriation Act No. 3, 1969, 1968-69, 
c.36, provided funds for loans by the Department of Regional Economic Expansion in 
accordance with agreements entered into (by the Atlantic Development Board, before 
it ceased operations on April 1, 1969), or to be entered into, with the provinces for the 
development of infrastructures. The term infrastructure in this context means a sound 
foundation for long-term economic growth including the availability of electric power, 
modern trunk highways, serviced industrial land, water and facilities for applied research. 
Under this authority, loans totalling $4,662,000 for the development of water supply 
systems at various locations were made during the year and at March 31, 1970 an amount 
of $4,615,000 was recorded under the asset item “Other loans and investments”. This 
latter amount is incorrect, revenue items totalling $47,000 having been credited to the 
loan accounts in error. 


Not included in this asset item are loans amounting to $1,741,000, made by the 
Atlantic Development Board before it ceased operations, which were charged to expend- 
iture in the year in which they were made. The actual loans outstanding at March 31, 
1970, which were made in or prior to 1969-70, were: 


Prior to 
Province 1969-70 1969-70 Total 
PS PITRE INO oh es i a Bs inde ae $ 17,000 $ 814,000 $ 831,000 
Nowe Beotiau c) cits eee aa ce ee is oe 4 et 4,449,000 — 4,449,000 
New Brunswick 7.4.6 3).4483 ai GOR ea . eee EE 196,000 892,000 1,088,000 
Prince Award (sigan. . «iA mee tee oen . foe. ee — 35,000 35,000 
$ 4,662,000 $ 1,741,000 $ 6,403,000 
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Provision is made in some of the agreements for the Crown to absorb a substantial 
share of the cost of any spare capacity in the water systems during the first ten years of 
their existence. Although there is as yet no statutory authority for meeting this commit- 
ment by means of forgiveness of a portion of the loans, we understand that provision 
for this is to be included in the Department’s estimates for 1971-72. 


In our opinion, the total of these loans, which was $6,403,000 at March 31, 1970, 
should be recorded in that amount under the asset item “Other loans and investments”, 
with an appropriate provision for the amount that may eventually be forgiven. 


229. Other loans and investments—Other balances—Dominion Coal Company 
Iimited. In previous Reports (paragraph 244 in 1969) we have drawn attention to ar- 
rears of principal and interest on loans made under the provisions of the Coal Production 
Assistance Act, R.S., c.173, administered by the Dominion Coal Board. On May 1, 1970 
the Act was repealed and the Dominion Coal Board dissolved. The loans are now 
administered by the Department of Energy, Mines and Resources. 


Particular reference was made to loans totalling $7,261,000 made to Dominion Coal 
Company Limited in the period November 1950 to July 1963. These loans have been in 
default since December 31, 1964 and the principal still owing amounts to $4,522,000. 
Interest in default at March 31, 1970 amounted to $418,000 having been reduced by 
$683,000, the amount of a final subvention adjustment which was applied against the 
interest in default. The adjustment related to the period prior to the Company ceasing 
coal mining operations in 1968. 


The Cape Breton Development Corporation, a Crown corporation, took over certain 
of the Company’s properties and operations in 1968 but the cost of acquisition has not 
yet been determined. (See paragraph 158 of this Report.) 


230. Other loans and investments—Other balances—Canadian Arctic Producers 
Limited. Vote L51b, Appropriation Act No. 1, 1970, 1969-70, c.24, authorized the pur- 
chase in the current and subsequent fiscal years of five common shares of Canadian 
Arctic Producers Limited for an amount not exceeding $1,000 and 400,000 of the Com- 
pany’s 7% non-cumulative redeemable preferred shares for $400,000. Also authorized 
was the making of loans to the Company, in the current and subsequent fiscal years, in 
an amount not exceeding $250,000 on such terms and conditions as the Governor in 
Council may prescribe. 


During the year the shares were acquired at the approved price of $401,000 and are 
recorded in that amount under the asset item “Other loans and investments”. No loans 
were made in 1969-70. 


Canadian Arctic Producers Limited was incorporated in 1965 by the Co-operative 
Union of Canada as a non-profit organization to promote the sales and marketing of 
northern arts and crafts, and since then has been financed in part through contracts with 
the Department of Indian Affairs and Northern Development. The present arrangement 
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is intended to enable the Company to become a viable marketing entity by providing 
capital unobtainable from other sources. It is anticipated that the preferred shares will 
be redeemed within 15 years, with co-operatives gradually assuming control of the 
operation. 

Two persons, one from the Federal Government and the other from the Govern- 
ment of the Northwest Territories, have been appointed to hold the shares in trust for 
the Crown. The nine members of the Board of Directors, of the 12 provided for, include 
two representatives of the Department and one of the Territorial Government. 


231. Deposit and trust accounts—“Other’—Public Officers Guarantee Account. The 
Public Officers Guarantee Account, established by section 98 of the Financia] Admin- 
istration Act, provides that payments may be made from the Account by way of in- 
demnity for losses suffered by Her Majesty or others by reason of defalcations or other 
fraudulent acts or omissions of public officers. The Treasury Board on January 19, 1967 
directed that unless losses due to defalcations can be recovered in the fiscal year in which 
they occur, the Board’s authority to reimburse the losses from the Account is to be sought 
before the year-end. 

No losses were charged to the Account during the year, and despite the long-standing 
Treasury Board directive the following departments have failed to initiate the transfer 
to the Account of 14 losses totalling $11,981 at March 31, 1970 (see paragraph 181 of 
this Report). 


Losses discovered in 


1969-70 Prior years 
Department Number Amount Number Amount 
acter eg) yA iT BS ret on tie ys ald sccasanae tulle eaty will boo tee 1 $ 384 $ 
Indian Affairs and Northern Development..... 1 308 
ST UMAC Oe wate Pat cant ee TRL ihre nee atte es ave 1 100 
AIOUR Ss OCR OTT ee ee Mee Ce 1,624 
Wational Defences Vives . PY2 ORE ee. 3 933 1 jv 
National Revenue—Customs and Excise...... r 6,536 
‘Lremispoct . sist “eee Re Lies es BR Se 1 919 
7 $ 9,080 7 $ 2,901 


232. Annuity, surance and pension accounts—Royal Canadian Mounted Police 
Superannuation Account. Section 24 of the Royal Canadian Mounted Police Superannua- 
tion Act, 1959, c.84, requires that at least once in every five years an actuarial report on 
the state of the Force’s Superannuation Account be laid before Parliament. The latest 
valuation of the Account was at December 31, 1964. We understand that an actuarial 
valuation as at December 31, 1969 is being made. 
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233. Unmatured debt. Included in the unmatured debt, amounting to $22,637 mil- 
lion at March 31, 1970, are the following treasury bills and bonds totalling $4,657 million 
which mature within the ensuing fiscal year: 


Treasury bills due within— 


ear ne ae re en ie ne Pia ek ceo giaee yb ca hogs oc Ae mph soe ee ne $ 1,765,000,000 
cig) YN) 00 Cees wal: ae dg tap wrcu ag Mauer Aust ail bg heating re iy Rng es Co ae Ae 880 , 000 , 000 
DORM AMS Me MOMCE LOL SATE ee ea Lee cic trait PCM hs tea oa sb ac te waw he wid 175,000,000 
Ae SIAN aca bis eats WIP EK Dy ne Deer) ee NE 75,000,000 


2,896 , 000 ,000 


SECTOR EA LLG pe ais ete ce Cl ls eis Doty GLA Esai ae a Awe Ed oe nk wae 200 , 000 , 000 
Re US IA A LOLS cr us vk mish = ae hale soe sible Dp bee Pe UE oe ee ele ww bade 50,000 ,000 
See Oe A NUAVRT AO Oe ns ek etek ce a lek hv cea cae cenit ed eben nenunus 125 ,000 ,000 
Parana BOUL An PVCU CUO OILY 1, 1010s eyo o ck ce ek Lert estes caweenecmesects 175,000,000 
Peay oh oG and 1067 doe Valy 1) TO708'. See re i er a Pa 140,000,000 
Peni en OO Ce OI AIO TO WRU Mala SPEEA Dan Aas oO a ed exe 130,000,000 
Rape e i ANOMIOCONEE OL BROT « 5 sais ss ¥ vt Side wale we waists e's bake esac Wasdale ein 380 , 000 , 000 
Penton 7 tite Cictoner a O70 is oa nk oooh adk Pea weed fe) Boe FOO RS Baw ee eb HESS 70,000 , 000 
Canada Savings Bonds, 1957, due November 1, 1970... ......... ccc cece cece eee 39,034,000 
Canada Savings Bonds, 1960, due November 1, 1970... . 0... 0... cc cece eee e ce ees 43,870,000 
Pon O01 OGG aue. December 15, 197 0ers: cat. Am see sari eet A BR KS 6 ce d's 300 , 000 , 000 
Patrol oo due wenemner 1 OSU Sess kewl ona ds wa ae bv won MOE eee whe aes 75,000 , 000 
Notes of 1968, payable in Italian lire, due May 15, 1970.......... 0... cece eee ee ees 34, 595,000 


1,762,499 ,000 


$ 4,657,499 ,000 


Although debt falling due within one year is normally regarded as a current liability, 
no portion of this unmatured debt, $2,175 million of which falls due within the first 
three months of the ensuing year, has been included with the “Current and demand 
liabilities” in the Statement of Assets and Liabilities at March 31, 1970. 


234. Contingent liabilities—Action for damages. In our 1969 Report (paragraph 
250) reference was made to a collision between two vessels in the St. Lawrence River 
down stream from Sorel, Que., which resulted in the total loss of one of the vessels. 


By petition of right, action for damages involving in excess of $5 million was taken 
against the Crown by suppliants who included underwriters, insurers and consignees of 
the cargo of the sunken vessel. The suppliants alleged that the collision had been caused 
by the displacement of a range light, under the control of the Department of Transport, 
which guided one vessel so close to the south bank that it sheered, crossed the navigation 
channel and collided with the other vessel. The judgment of the Exchequer Court of 
Canada, pronounced in September 1968, maintained the petition of right with costs, it 
being provided in the judgment that the matter of assessing damages was to be deter- 
mined “by reference” and that in the event of an appeal, such reference was to take place 
after the appeal. 
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An appeal from the Exchequer Court judgment lodged by the Crown in the Supreme 
Court of Canada was heard in May 1970. However, judgment was reserved and is to be 
delivered at a later date. No reference to this contingent liability is included in the listing 
of contingent liabilities of Canada appearing on page 7.96 of Volume I of the Public 
Accounts. 
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Crown Corporations 


235. A Crown corporation, as defined by section 76(1)(c) of the Financial Adminis- 
tration Act, is a corporation that is ultimately accountable, through a Minister, to Par- 
liament for the conduct of its affairs. Departmental corporations are named in Schedule 
B to the Act and are responsible for administrative, supervisory or regulatory services of 
a governmental nature. Agency corporations are named in Schedule C and are responsible 
for the management of trading or service operations on a quasi-commercial basis or for 
the management of procurement, construction or disposal activities on behalf of the 
Crown. Proprietary corporations are named in Schedule D and are responsible for the 
management of lending or financial operations, or for the management of commercial 
and industrial operations involving the production of or dealing in goods and the supply- 
ing of services to the public. 


236. The following paragraphs are concerned with agency and proprietary corpora- 
tions to which sections 77 to 88 of the Act apply and certain other Crown corporations 
which have not been named in any of the Schedules to the Act. 


237. Section 85 of the Act requires each corporation to prepare, in respect of each 
financial year, a balance sheet, a statement of income and expense and a statement of 
surplus containing such information as, in the case of a company incorporated under the 
Canada Corporations Act, R.S., c.63, is required to be laid before the company by the 
directors at an annual meeting. 


238. Section 87 of the Act requires the auditor of a Crown corporation to report an- 
nually to the appropriate Minister the result of his examination of the accounts and 
financial statements of the corporation and to state in his report whether in his opinion: 


(a) proper books of account have been kept by the corporation; 


(b) the financial statements of the corporation 
(i) were prepared on a basis consistent with that of the preceding year and are in 
agreement with the books of account, 


(ii) in the case of the balance sheet, give a true and fair view of the state of the 
corporation’s affairs as at the end of the financial year, and 
(iii) in the case of the statement of income and expense, give a true and fair view 
of the income and expense of the corporation for the financial year; and 
(c) the transactions of the corporation that have come under his notice have been 
within the powers of the corporation under this Act and any other Act applicable 
to the corporation. 


In addition, the auditor is required to call attention to any other matter falling within the 
scope of his examination that in his opinion should be brought to the attention of Par- 
liament. 
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239. Section 87 of the Act further requires that the annual report of the auditor be 
included in the annual report of each corporation, and section 85 directs that such annual 
report be submitted to the appropriate Minister within three months after the termina- 
tion of each financial year and that it be laid before Parliament by the Minister within 
fifteen days after he receives it from the corporation or, if Parliament is not in session, 
within fifteen days after the commencement of the next ensuing session. 


The financial statements of the various corporations, together with the related audit 
reports, are published in Volume III of the Public Accounts. 


240. The Auditor General is the auditor of the following Crown corporations whose 
accounts and financial statements were examined for their financial years terminating 
during, or coinciding with, the fiscal year ended March 31, 1970: 


Corporation 


Atomic Energy of Canada Limited.................... 
Canada Deposit Insurance Corporation.......... 
Canadian Arsenals Limited..........0............ 

Canadian. Broadcasting Corporation.................. 
Canadian Commercial Corporation................... 
Canadian Corporation for the 1967 World Exhibition. . 
Canadian Dairy Commission... te eee 
Canadian Film Development Gdesmahion ae BPE 
Canadian Livestock Feed Board... 
Canadian National (West Indies) Sr Te ied. 
Canadian Overseas Telecommunication Corporation... . 
Canadian Patents and Development Limited............ 


The Company of Young Canadians............... 

Crown Assets Disposal Corporation....................0. 
Defence Construction (1951) Limited................ 
Eldorado: Aviation: LAM bed a ie wlby ool desmd oon asi aloe 
Eldorado Nuclear Limited....... ae 

Export Development Corporation.................... 
Farm Credit Corporation... cei aac ie 

The National Battlefields rE i 


National Capital Commission......... 
INBODS! TLE bOUraeDOrG tr «vas sccrasucth ett see 


Northern Transportation Company Limited and sub- 
PELE We OTN conc ais 2 Gol inns ses aaa ane ae 

Polymer Corporation Limited and subsidiary companies 

Royal Canadian Mint... : 

The St. Lawrence rene mea eye Ae 

The Seaway International Bridge Saianmmen ee a ‘ 


Reporting Minister 


Energy, Mines and Resources 

Finance 

Supply and Services 

Secretary of State 

Supply and Services 

Industry, Trade and Commerce 

Agriculture 

Secretary of State 

Agriculture 

Transport 

Communications 

Chairman of the Committee of the 
Privy Council on Scientific and 
Industrial Research 

Secretary of State 

Supply and Services 

National Defence 

Energy, Mines and Resources 

Energy, Mines and Resources 

Industry, Trade and Commerce 

Agriculture 

Indian Affairs and Northern 
Development 

Hon. Robert Knight Andras 

Transport 

Indian Affairs and Northern 
Development 


Transport 
Supply and Services 
Supply and Services 
Transport 
Transport 
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241. The Canadian Saltfish Corporation was established by the Saltfish Act, 1969-70, 
c.82, which was assented to on March 25, 1970. The Auditor General was appointed au- 
ditor of the Corporation by the Governor in Council on October 27, 1970. The Corpora- 
tion had no financial transactions prior to March 31, 1970. 


242. The Freshwater Fish Marketing Corporation was established by the Freshwater 
Fish Marketing Act, 1968-69, c.21, which was assented to on February 27, 1969. The 
Auditor General was appointed auditor of the Corporation by the Governor in Council 
on August 18, 1969. Pursuant to section 79 of the Financial Administration Act, the 
Governor in Council directed that the Corporation’s financial year be from May 1 to 
April 30 so the first year of operations continued beyond March 31, 1970. 


243. The Centennial Commission ceased to exist on April 1, 1968 and the Secretary 
of State was authorized to close out the affairs of the Commission. Financial statements 
covering the transactions of the Secretary of State concerning the affairs of the Com- 
mission for the year ended March 31, 1970 have been reported on and are referred to in 
paragraph 258 of this Report. 


244. Since the Auditor General has not been appointed the auditor or the joint 
auditor of the following Crown corporations and public instrumentalities, their accounts 
were not examined by him during the year: 


Corporation or Instrumentality Reporting Minister 
PET OIG soca ET yo 6 WARE DEIE ELAN OE EA iy 0 TEOOO DE PADE POND 
Pe A818 MO MOB ie deininvnerith day bid. Wnedunce Finance 
Canadian National Railways........... ... Transport 
The Canadian National Bava Seater Traces a Transport 
The Canadian Wheat Board... Hae. te teams eon bone Ofo Bayluange 
Cape Breton Development Caspuerubit Ls Se a CME Regional Economic Expansion 
Central Mortgage and Housing Corporation........... Hon. Robert Knight Andras 
Industrial Development Bank.......................... Finance 


245. The paragraphs that follow deal with the various corporations audited by the 
Auditor General. In each case an introductory comment describes briefly the origin of 
the corporation and the nature of its activity followed by comments regarding the Crown’s 
equity in the corporation, a summary of the operations for the year in comparison with 
the preceding year, and any other matter which might be of interest to the House of 
Commons. 


246. Atomic Energy of Canada Limited. This Company was incorporated in 1952 
under the Canada Corporations Act, R.S., c.d3, pursuant to authority contained in the 
Atomic Energy Control Act, R.S., c.11, to carry out research and development in nuclear 
power technology and allied fields and to promote uses of atomic energy. 


The head office is in Ottawa. The Commercial Products Division of the Company 
has offices and a manufacturing plant at South March, Ont., and a laboratory in Ottawa. 
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Nuclear generating stations are located at Rolphton, Ont., and Douglas Point, Ont., and 
are under construction on cost-sharing bases at Gentilly, Que., and Pickering, Ont. 
Nuclear reactors and research and development laboratories are maintained at Chalk 
River, Ont., and at the Whiteshell establishment in Manitoba. The Bruce heavy water 
plant and an auxiliary steam supply plant are under construction at Douglas Point, Ont. 
Shopping centres, housing, staff hotels, and hospitals at Deep River, Ont., and Pinawa, 
Man., were constructed for the employees of the Chalk River and Whiteshell establish- 
ments. A Power Projects group, located at Sheridan Park, Ont., and Peterborough, Ont., 
is responsible for the engineering, development, construction and management of nuclear 
power generating projects. Radioisotopes produced in the Company’s reactors, and equip- 
ment designed and built by the Company to use these radioisotopes, are marketed 
throughout the world. Under specific parliamentary authority, the transmission line in 
connection with the Nelson River hydro-electric power project is being erected in ac- 
cordance with an agreement between Canada and the Province of Manitoba. 


The Crown’s equity in the Company at March 31, 1970, and at March 31, 1969, 
comprised: 


March 31 
1970 1969 
Loans and accumulated interest for— 

NeIsOn Tiyan eraneiieetet A106. 66 dues. es ees ke eg Gee soe 2 $ 93,304,000 $ 32,030,000 
Douglas Point nuclear power station...............00eeeeees 77,596 , 000 77,596,000 
Pickering nuclear power station. ..........0.ecccccceceeeees 64,676,000 39, 264,000 
Gentilly nuclear powerstation «0004.0 60.6 56225 8b G48 Lees 63 , 549,000 39, 106,000 

Brice OAV WEICe ant cece be cae Crees hwo s 25 , 850,000 — 
Housing projects and commercial buildings.................. 18 ,026 , 000 18,092,000 

PIOAVVIWACEE IOVEULOKY. cde cle a hese) ete eee 10,000,000 _— 
858,001 ,000 206 , 088 ,000 
ACC ag ewido abeiuie ll WAIN erie hcd de eel oieia ae ahold 15,000,000 15,000,000 
PIGTR INO ORPRINE ek Mer Oe. AC Rae as ve tee kre re 2,519,000 2,597,000 


$ 370,520,000 $ 223,685,000 


Not recorded as equity of the Crown is the cost of the Company’s research facilities, 
$226,183,000, which has been charged to parliamentary appropriations and to retained 
earnings. 


The Nelson River transmission line which will extend from Kettle Rapids to Win- 
nipeg, a distance of 576 miles, is under construction at a cost estimated at $194 million 
and is scheduled for completion in 1974. The Company will retain ownership of the line 
and will lease it to Manitoba Hydro at rates sufficient to retire the loans from Canada 
with interest over a period of fifty years. 
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When the Douglas Point nuclear power station has proved itself to be a safe and 
dependable source of power, it will be sold to the Hydro-Electric Power Commission of 
Ontario at a price calculated to make the estimated future cost of energy produced equal 
to that from a fossil-fired conventional thermal generating station. As well as serving 
as a prototype for the larger stations, this station provides a training base for the operat- 
ing staffs of future stations. Since start-up in 1967-68, commissioning costs and operating 
losses, which include no provision for depreciation, have been incurred as follows: 


ISTO STR ik cb tk O Se OTE CORE TTE POT MEET ye eee $ 2,032,000 
Dee MN BEY ho. 5c GT ao gS WAYS EO ROT EIS aR AES. Ue 2,426 , 000 
POGU Tee oe 2, eee: ANE, PL, Pe eae 3,648 , 000 


Whether the sale price will be sufficient to permit the Company to repay the loans re- 
mains to be determined. 


Similarly, when the Gentilly nuclear power station has proved itself to be a safe 
and dependable source of power, it will be sold to Quebec Hydro-Electric Power Com- 
mission under an agreement similar to that relating to the Douglas Point nuclear power 
station. The station has not yet started up on an operational basis. Whether the sale 
price will be sufficient to permit the Company to repay the loans remains to be deter- 
mined. 


The Company’s portion of the cost of the Pickering nuclear power station is expected 
to be recovered from the Hydro-Electric Power Commission of Ontario but this is de- 
pendent on the success achieved in the operation of the station. 


The loans from Canada with respect to the Bruce heavy water plant are to be retired 
from revenue obtained from the sale of heavy water. 


The loans from Canada with respect to housing projects and commercial buildings 
are being repaid in accordance with established schedules. 


A comparative summary of income and expense for the past two years follows: 
Year ended March 31 


1970 1969 


Research program— 
DPperating experises: tan; ago. L200). OOS tye. ser seeree ioe oS $ 78,492,000 $ 73,738,000 
Gross income from engineering services, housing accommodation, 
DOenials, Gales OF GLCAN. Ol0. 6.cc ao sss aoa sind kn gee ee dee 17,196,000 14,819,000 
Excess of expense over income, provided for by parliamentary ap- 
EA 8 red eek Abas sig alas oy awres p Wtaad A CA El a ea dia $ 61,296,000 $ 58,919,000 
Capital expenditure provided for by: 
Parent tery BOOTOOTAIIOD cu, nib seins née 4+ asset. couse a > » $ 7,704,000 $ 9,681,000 
RRReAT eer CEERI Ste Ty eve Me i ee ne rare 8 ae aera ee ete ra 1,023,000 1,(29,000 


$ 8,727,000 $ 10,710,000 
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Year ended March 31 


1970 1969 


Commercial operations— 
PRO ae eee ot ia ae Rukh ae a tok Ome ne Ne a ea $ 11,244,000 $ 10,337,000 
Expense: 
Gostot sales its As OO a ee Re at ee 6,362,000 5,295, 000 
Research and development, selling and administration...... 4,846,000 4,935,000 
11,208,000 10,230,000 
Excess of income Over @XpeNS€.......... 2 cee cece cet e cere eees $ 36 , 000 $ 107,000 


The increase of $4,754,000 in research program operating expense was due mainly 
to an increase in salaries, wages and employee benefits of $3,368,000 in accordance with 
labour agreements negotiated during the year, and an increase in Douglas Point net 
operating costs of $1,221,000 due mainly to the absence of revenue for a three-month 
period while the station was closed down for turbine inspection and overhaul. 


The increase of $2,377,000 in gross income from engineering services, housing accom- 
modation, hospitals, sales of steam, etc., is due largely to increased sales of engineering 
services by the Power Projects group. 


247. Canada Deposit Insurance Corporation. This Corporation was established by 
the Canada Deposit Insurance Corporation Act, 1966-67, c.70, to provide deposit insur- 
ance for the benefit of persons having deposits with federally incorporated institutions 
and those provincially incorporated institutions with which the Corporation enters into 
contracts, and to accumulate, manage and invest a Deposit Insurance Fund and any 
other funds accumulated as a result of its operations. The head office of the Corporation 
is in Ottawa. 


The Corporation is administered by a Board of Directors consisting of the Chairman, 
appointed by the Governor in Council, and the incumbents of the offices of the Governor 
of the Bank of Canada, the Deputy Minister of Finance, the Superintendent of Insurance 
and the Inspector General of Banks. There were 73 member institutions whose customers’ 
Canadian currency deposits, to a maximum of $20,000, were insured by the Corporation. 
These member institutions comprised 11 banks, 20 federally and 7 provincially incor- 
porated trust and loan companies supervised by the federal Superintendent of Insurance, 
and 35 other provincially incorporated trust and loan companies. 


Sections 21 and 22 of the Act require that the affairs of member institutions be 
examined at least once in each year. The banks were examined and reported on by the 
Inspector General of Banks and the federally incorporated trust and loan companies 
by the Superintendent of Insurance. The Superintendent of Insurance also reported on 
the examinations of each of the provincially incorporated companies. 
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Deposits insured by the Corporation, based on returns made by member institutions 
during 1969, totalled $22.5 billion comprising $20.4 billion of deposits in federal institu- 
tions and $2.1 billion in provincial institutions. 


The Crown’s equity in the Corporation at December 31, 1969 was $23,500,000 com- 
prising capital stock, $10,000,000 and loans, $13,500,000. 


The balance of the Deposit Insurance Fund at December 31, 1969 was $19,766,000 
including $7,508,000 of premiums assessed members in respect of the premium year end- 
ing April 30, 1970. 


A comparative summary of income and expense for the past two years follows: 


Year ended December 31 


1969 1968 
Income— 
ENEPTOAD ON INVesE mentee EP oii aia tiinte'selgrwte a: le le" os sfavaa le’ $ 1,370,000 $ 796,000 
Interest on loans to member institutions...............000000e 1,111,000 1,126,000 
2,481 ,000 1,922,000 
Expense— 
Interest on advances from Canada.......... cece cece ces ee eens 804 ,000 927 ,000 
INSHECtion [ECs ANG EXPENSES... 6... esac veers secrnsrseuaacss 90 ,000 108 , 000 
Salaries and employee benefitd. u's os a Sole ce cose etees 67 ,000 46 ,000 
Daner tcerrh as mae eh). . Le. chy eda pare See. Prana. gated 70,000 26 ,000 
1,031,000 1,107,000 
Exceas lof income over expenses 200).00... AiG 1... dete eee). te $ 1,450,000 $ 815,000 


Although the accumulated net earnings of $2,636,000 at December 31, 1969 were 
sufficient to meet the amount of a dividend, which the Corporation may declare under 
section 33 of the Act, no dividend was declared. 


The Corporation has been designated a proprietary corporation and as such is subject 
to income tax. However, Order in Council P.C. 1968-10/585 of March 28, 1968 remitted, 
under section 22 of the Financial Administration Act, any income tax payable by the 
Corporation. 


248. Canadian Arsenals Limited. This Company, with its head office in Ottawa, was 
incorporated under the Canada Corporations Act, R.S., c.63, pursuant to authority con- 
tained in the Department of Reconstruction Act, 1944, 1944-45, c.18. The main objects 
of the Company are the operation, maintenance and supervision of arsenals and other 
plants for the production of military stores and equipment. 


At March 31, 1970 the Crown’s equity in the Company consisted of a working 
capital advance of $4,500,000. 
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During the year the Company was the custodian of and operated two Crown-owned 
plants which cost $34 million. The operating results for the past two years are shown 
in the following summary: 

Year ended March 31 


1970 1969 


Income— 
Silas sieseerens ces ke Bone dinette ab Aart Con ee ee ene $ 7,655,000 $ 8,616,000 
REISCOLIATICU LER OS het civic Finer ate PT ERO Em Sc ermareee oi ere areca tata hatin 377 ,000 339,000 
8,032,000 8,955,000 

Expense— 
Geo CEE NO oi eae a tase d, Ge bd ele ahd RI Gua Gat eae a oe eer 7,922,000 8,456 ,000 
RAGS CPU LISIN i AIM atk a gicd len ail ae Cherie a Gs ate lan se Sree de 343 ,000 348 ,000 
8,265,000 8,804,000 
pixcess of expense Over incomes. ) 6G Vk". et... a a $ 233,000 $ (151,000) 


The decrease in sales and cost of sales was due substantially to a lower volume of 
business with government departments. 


Unfilled sales orders at March 31, 1970 amounted to approximately $6.7 million as 
compared to $8.9 million at the end of the previous year. 


The loss of $233,000 for the year ended March 31, 1970 was recouped from Supply 
and Services Vote 30b. 


249. Canadian Broadcasting Corporation. This Corporation was established in 1936 
and, under the Broadcasting Act, 1967-68, c.25, operates national television and radio 
broadcasting services and an international shortwave service. The head office is in Ottawa 
and regional offices are located in St. John’s, Halifax, Quebec, Montreal, Ottawa, Toronto, 
Windsor, Winnipeg, Edmonton and Vancouver. 


Prior to 1964-65 the Corporation derived funds, for both its capital and operating 
requirements in excess of advertising revenue, from grants provided by parliamentary 
appropriations. Subsequently, however, funds for capital requirements have been provided 
by means of loans from Canada (see paragraph 54 of this Report). Additional loans of 
$24,700,000 in 1969-70 less repayments of $5,065,000 increased the amount outstanding 
at March 31, 1970 to $112,005,000. The loans bear interest varying from 54% to 84% 
and are each repayable in 20 equal annual instalments. 


Funds available to finance the acquisition of capital assets comprised the additional 
loans of $24,700,000, an unexpended balance of $697,000 remaining from loans obtained 
in the previous year and $63,000 realized on sale of assets. The sum of $25,548,000 was 
expended, resulting in an amount of $83,000 remaining at March 31, 1970 to be recouped 
from future capital loans. Capital expenditure during the year is classified as consolida- 
tion of facilities, $13,616,000, improvements to coverage, $5,721,000 and additions and 
replacements, $6,206,000. The accumulated cost of capital assets, $189,398,000, included 


| 
| 
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$34,181,000 expended during the past eleven years in connection with the planned con- 
solidation of facilities in Montreal, Ottawa, Toronto, Winnipeg and Vancouver. The 
Corporation’s estimate at March 31, 1970 of the future cost of consolidation of facilities 
was $120,000,000 of which, subject to the provision of funds by Parliament for the pur- 
pose, approximately $20,000,000 will be expended during the year ending March 31, 1971 


and $100,000,000 in subsequent years. 


At March 31, 1970 the Crown’s equity in the Corporation was $142,735,000 repre- 
sented by working capital, $26,910,000 and net book value of capital assets amounting 


to $115,825,000. 


A summary of the source and application of the Corporation’s funds in 1969-70 


follows: 


Source— 
Parliamentary appropriations: 


Or AG GPAtbe . eke re rinih « Als sigrdiaicin Ave xin chels wat SMa eRe a Rael ecirs ghee 
PIAL FORCADI LAL CX PONOILILD sb «5 Vip aisee ccounia as 4: Ws! «oes Sole wera a OAT 


POAMOTSINE FOVeNUe Pik SO WL SET US ode QU he TAL ° 
Weprecial ion and nniorti zation 3, 285. cia kas chen dadieic Ns Peis DO tens in aus 
Miscellaneous—including proceeds from sale of assetS.............00 cee ee eee 


Application— 


OLS. Operating expense ir). Oa.) oe wees tt ea. Per eee Oe. BUO.D. geen 
CEU TAS CAT OO ncn ss avs iainyy 6: 0’ id ah < avetabs: the’ 0 a BL ota ew Gates ae ie 
Perey ey OL CADIUHT LORIN. ic ene ns see ee US Re eee wate coe Oe aes eee e 


nee Ee CRIA os 5 5 4 ora ae % wie Souls is 0. bie Vw pa ah mole oe ee ke 


$ 166,000,000 
24,700,000 
190,700,000 


47 ,033 ,000 
10,182,000 
1,939,000 


$ 249,854,000 


$ 208 ,033 ,000 
25 , 543 ,000 

5 ,065 ,000 

238 ,641 ,000 
11,213 ,000 


$ 249,854,000 


The following is a summary of the net cost of operations for the past two years: 


Year ended March 31 


Expense— 
Cost of production and distribution: 
PAGING iced Gia) SAS a as 
DOCK Ge ie fo gin oo vig awa ne oc ke eee’ cand 
PRR NEAT errs se ore ei ten te hl ea Whe teh aia rer 
Payment vo prvace stations. 13. Peer Cee eens 
Commissions to agencies and networks.................. 


Operational supervision and serviceS..............0ceeeceees 
PE tOTOa Ger Ulbrs 2h ee dis ob dean ae es 8 Heth BERS Sia 


1970 


$ 128,012,000 
16,695,000 
9,886 ,000 
5,725,000 
5,383 ,000 
165,701,000 


17 ,865 ,000 


4,326,000 
418,000 


188,310,000 


Selling and’ general administration. 22404. 6s ease see als os 
Interest on loans to finance the acquisition of capital assets... . 


Income— 
Advertising revenue ected. o28s iidsda hint we eh ms bag week am 


INGt SORE OL OUErA IONS o, oye dale iat avs we Gene ees 2b daahieds 


13 ,655 ,000 
6 ,068 ,000 


208 ,033 , 000 


48 , 909 ,000 


$ 159,124,000 


1969 


$ 124,066,000 
15,086 , 000 
8,924,000 
5,332,000 
4,788,000 

158 , 196 ,000 


16 ,562 ,000 
3,952,000 
506 , 000 


179,216,000 


12,509,000 
4,762,000 


196 ,487 ,000 


41,536,000 
$ 154,951,000 
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Secretary of State Vote 30 provided for the payment to the Corporation of $166,- 
000,000 for operating expenditures in providing a broadcasting service. The entire amount 
was retained by the Corporation and applied as follows: 


Net costiof/ éperstions;. taess' asit. meri. ett. Jitu | $ 159,124,000 
Less: Depreciation and amortization not requiring a cash outlay.... 10,182,000 
$ 148,942,000 
Repayment 0: J0ans oy oo Boo ph wee gies ba ce Honea eerie Sey 5,065 ,000 
Expenditures on capital assets in excess of loan funds received in year 780 ,000 
Inerease in Working Capital oie ws cbs ee. «dls, Secmsetee aed dads © 11,213,000 
$ 166,000,000 


The major items contributing to the increase in expense were salaries and wages, 
$8,079,000, other employment expenses, $527,000, and performers’ fees, authors’, com- 
posers’ and other rights, $1,506,000. The increase in salaries and wages was due to merit 
increases and economic adjustment for management and union salaries, increase in sales- 
men’s commissions and increased expenditures for casual wages, vacation relief, and 
retiring allowances brought about through staff reductions. Personnel on strength at 
March 31, 1970 was 9,098 compared with 9,375 at the previous year-end. Performers’ 
fees, authors’, composers’ and other rights increased due to amended rates under revised 
union agreements. 


The increase in advertising revenue reflects changes in sales policy which increased 
advertising availabilities and altered the rate structure and the discount terms, all of 
which encouraged higher volume sales. 


The cost of programs available for advertising and advertising revenue earned there- 
on were shown in a note to the financial statements as follows: 


1969-70 1968-69 
Programs which carried advertising ..:).4 0466605490 19 AS $ 54,213,000 $ 46,939,000 
Programs available but which did not carry advertising............. 24,406 ,000 31,177,000 
Program and related costs (exclusive of operational supervision, selling 
And General AGNUNISEACIOU IE voce 04 Woon eG haere ele aie etre ea es $ 78,619,000 $ 78,116,000 
Advertising. reyonue-—eroes, ne ee eee ee ee ee $ 47,033,000 $ 39,566,000 


The net cost of programs with advertising potential in 1969-70 not recovered from 
sponsors or through revenue from spot announcements was therefore $31,586,000, com- 
pared with $38,550,000 in 1968-69. This amount had to be financed from the par- 
liamentary appropriation. 
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Expenditures incurred in connection with future programs are recorded as current 
assets of the Corporation until such time as the programs are broadcast. These assets 
were as follows: 


March 31 
1970 1969 
Programs completed and in process of production.................4. $ 6,904,000 $ 7,051,000 
Film and script rights.) of... 2s. Ge ARCS SE es acetate Fk. Pee 3,371,000 2,993 ,000 


$ 10,275,000 $ 10,044,000 


These amounts are after giving effect to the following write-offs: 


1969-70 1968-69 
Programs completed and in process of production—cost of programs which 
were unsuitable because of technical difficulties, scheduling changes, pre- 
BR ONIGe IT OrIOD CUMLICY CLG ss. %.5 5 oeriahe cies Naha vee od aos Gud oe Glas Bee $ 291,000 $ 548,000 
Film rights—unsuitable, inferior quality, expiry of right................... 115,000 247 ,000 
Script rights—unsuitable, inferior quality, expiry of right.................. 76,000 137,000 


$ 482,000 $ 932,000 


During the year the Corporation acquired the assets of the Regina-Moose Jaw tele- 
vision station CHAB, paying $788,000 more than the appraised value which is to be 
amortized over a five-year period. 


In last year’s Report (paragraph 55) we noted that the Corporation had failed to 
deduct and remit employees’ taxes and to pay other contributions to the United States 
Government. During the year the Corporation received an additional assessment of 
$18,000 bringing the total liability to $147,000 which was discharged in 1969. 


250. Canadian Commercial Corporation. This Corporation was established in 1946 
by the Canadian Commercial Corporation Act, R.S., c.35, to provide procurement services 
in Canada for the governments of other countries and for international organizations. 
During the year the Corporation’s purchases on behalf of its customers totalled $266 
million compared with $325 million in the preceding year. 


The Crown’s equity in the Corporation at March 31, 1970 was $15,716,000, consist- 
ing of a $10,000,000 working capital advance, $5,500,000 in interest-bearing loans, a 
$52,000 reserve for United States exchange, and a $164,000 reserve for contingencies. 
The reserve for contingencies was charged during the year with a loss of $59,000 incurred 
when the Corporation’s holdings of Government of Canada bonds were sold. 
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A comparative summary of the Corporation’s operations for the past two years 
follows: 


Year ended March 31 
1970 1969 
Expense— 
Estimated cost of administrative services.............00c0 cece ues $ 4,911,000 $ 3,080,000 
Income— 
Interest earned on: 
FFs Wels SILC Meee ig x nin aoe Le hohe a UE ge ee ane ey OT 8 a ee 459 ,000 330,000 
Special progress payments to suppliers.................--5-- 157,000 198,000 
616,000 528,000 
Less: Interest on loans from Canada.............00ececeeeee 327 ,000 352,000 
289 ,000 176,000 
Net cost: of operation. . «seca alee sate aned et ues ate Shs aoe $ 4,622,000 $ 2,904,000 
Net cost of operations provided for by— 
Supply and Services Vote 40......... ccc cecece ccc sceceeeseces $ 3,422,000 $ 2,124,000 
Government departments which provided major services without 
ChAT eV Ee hoes Pal Pe, SRR A PR, SAG A fee 1,200,000 780 ,000 


$ 4,622,000 $ 2,904,000 


In 1969-70 the supply program of the Department of Supply and Services was clas- 
sified by activities, one of which was foreign government marketing. After adjusting the 
costs allocated to this activity by an amount applicable to another department, the re- 
mainder reflected all costs applicable to the Corporation. In prior years the cost of ad- 
ministrative services was allocated on the basis of the estimated percentage of business 
that was transacted by various branches of the Department on behalf of the Corporation. 
This change in the basis of allocating administrative expense to the Corporation largely 
explains the increase in the estimated cost of these services over that allocated in the 
previous year. 


In 1967 the Corporation entered into an agreement with the Netherlands to supply 
105 aircraft at a ceiling price notwithstanding the fact that the aircraft manufacturer 
was not committed to a firm or ceiling delivery price. Based on experience with similar 
aircraft being produced for the Department of National Defence by the same manufac- 
turer, it now appears that costs could exceed the ceiling price (see paragraph 106 of this 
Report). A footnote to the Balance Sheet as at March 31, 1970 draws attention to the 
contract with the Netherlands that carries with it certain risks which will likely result in 
a loss to the Corporation. 
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251. Canadian Corporation for the 1967 World Exhibition. This Corporation was 
established by the Canadian Corporation for the 1967 World Exhibition Act, 1962-63, 
c.12, for the purposes of planning, organizing, holding and administering the Canadian 
Universal and International Exhibition, Montreal, 1967. An Act respecting the Canadian 
World Exhibition, passed by the Quebec Legislature in 1963, provided authority for the 
Province of Quebec and the City of Montreal to share with the Government of Canada 
in the financing of the Corporation. The Exhibition closed on October 29, 1967 and the 
Corporation was wound up on November 27, 1969 pursuant to the provisions of the Expo 
Winding-up Act, 1969-70, c.1. 

Section 17 of the incorporating Act required the accounts and financial transactions 
of the Corporation to be audited by the Auditor General of Canada and the Quebec 
Provincial Auditor and reported upon annually in a manner similar to that required by 
the Financial Administration Act in respect of Crown corporations. 


A summary of the Corporation’s operating results for the period from January 1, 
1969 to the date of winding-up on November 27, 1969, together with cumulative totals 
from date of inception on December 20, 1962 to November 27, 1969, follows: 


Cumulative to 


November 27, 
1969 1969 
Expenditure— 
Wperaving Costs— site NGrvices. 6k; scsc st labece ume ne maee shes $ (51,000) $ 111,410,000 
EASE ET SSS SE RNA nO Paes ls ten iar a emi Ge ss 221,000 43 ,687 ,000 
TIMP ACTONIIR TI ee Se eee oe Cee dvs See SS Ee ee Mepeas 755,000 22,305,000 
BPS CN MDCT Y 5 cas s\n ale austin. + acne oa. p te = Ne A od (35 , 000) 20 , 983 ,000 
Commission on sale of admission passports and bonus-books...... — 12,824,000 
MOCUEPCIAMIOD AUG AINOLIAION 0.565 ste ke sera oc ae oes eo — 2,569 ,000 
EIN iret a re ig Gale As a aia nia ahd Cog a aan ET tee SG LY — 496 ,000 
890 , 000 214,274,000 
Income— 
Dena ene. 7. DR SE 1... e OE .. BG EE, ¢ 70,000 129,081,000 
SONSOTSORIT Tisit a aid. im dk .eteeaenenpeee ee Geert. apred edie — 11,974,000 
70,000 141,055,000 
Dot oneraling loeeigs “saeco ier aun ee, os SO ek Mk Oe eS $ 820,000 $ 73,219,000 


As was pointed out in previous Reports (paragraph 266 in 1969) the joint auditors 
were unable to express an opinion as to the correctness of revenue aggregating $101,- 
438,000 of the total revenue of $141,055,000. 


Following the close of the Exhibition certain capital assets were transferred to Can- 
ada, the Province of Quebec and the City of Montreal, mainly on the basis of whichever 
owned the land on which the assets were situated, and the remainder were sold or de- 
molished. The cost of the assets transferred together with the loss on disposal of the 


180 REPORT OF THE AUDITOR GENERAL — 1970 


remaining assets was written off in determining the net cost of the Exhibition, which 
amounted to $285,712,000 at November 27, 1969, as follows: 


INOEDEPALIIE NOSE ore ele e ok alee = bee LCR Cee ee eee eo CNS See cor mR eee $ 73,219,000 

Amounts written off on transfer of capital assets to participating | 

governments— 

Coinddarn Hle? OU, TR. Peek 1d SP a ee $ 59,876,000 | 

Provence. ch Queves., as biauatn nye en mae - ee 4,754,000 

WIE OL NEOMULERL Mg ee Us hath ode tsk sie ig a amane oh ete meee a 135,095 ,000 | 

Amani Maameeanina 199,725,000 : 

Loss on- disposal of capital assets. ..... 06266545 thw ee on oe eines eto re la eeeime. 12,266 ,000 | 

Additional claims paid subsequent to close of Exhibition.............. 0... cece cues 502 ,000 | 

Woficiti(Net. cost of, Exbibition se ..c-i0n/%- smokin asda: Gk Saath auieraaas $ 285,712,000 
This deficit has been allocated in accordance with the agreement of January 18, 1963, 


to Canada 50%, the Province of Quebec 374% and the City of Montreal 124%. After 
deducting their respective grants, totalling $40,000,000, and amounts paid in settlement 
of the deficit, the amounts due to and from each government are as follows: 


Province of City of 
Total Canada Quebec Montreal 
Recorded deficit............ $ 285,712,000 $ 142,856,000 $ 107,142,000 $ 35,714,000 
Less: 
Grantei ise). Yieael eee 40 ,000 ,000 20 ,000 ,000 15,000,000 5,000,000 
Inter-governmental 
settlements........ 240 ,000 , 000 122,900 ,000 91,950,000 25,150,000 
Services rendered by the 
City of Montreal... 5,550,000 5,550,000 
285 , 550, 000 142,900,000 106 , 950 ,000 35,700,000 
Net amount due to (by) the 


CST ATEEION cantik oat $ 162,000 $ (44,000) $ 192,000 $ 14,000 


These amounts together with other recorded assets and liabilities of the Corporation 
have been transferred to the Minister of Industry, Trade and Commerce for collection 
and settlement in accordance with the Expo Winding-up Act. In addition, certain claims 
by contractors totalling $295,000 that are in dispute and which, in the opinion of legal 
counsel cannot be sustained, have been transferred to the Minister for settlement. Until 
these claims are settled it is not possible to determine the final deficit of the Corporation 
and, therefore, the final amount to be borne by each government. (See paragraph 63 
of this Report.) 


252. Canadian Dairy Commission. This Commission, established by the Canadian 
Dairy Commission Act, 1966-67, c.34, consists of a chairman and two members appointed 
by the Governor in Council. The objects of the Commission are to provide efficient 
producers of milk and cream with the opportunity of obtaining a fair return for their 
labour and investment and to provide consumers of dairy products with a continuous and 
adequate supply of dairy products of high quality. 
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In carrying out its functions the Commission pays subsidies, under a quota system, 
directly to producers of manufacturing milk and cream on their deliveries to processing 
plants, and supports the domestic prices of butter, skim milk powder and cheese, by 
offering to purchase any surpluses at prescribed prices. Holdbacks from subsidy pay- 
ments are applied against losses on export sales at world market prices. 


The financial transactions of the Commission, other than those relating to adminis- 
trative expense, are recorded in the Canadian Dairy Commission Account established in 
the Consolidated Revenue Fund pursuant to section 15 of the Act. The purchase of dairy 
products to support market prices was financed by means of loans from the Minister of 
Finance. Subsidies to dairy producers, subsidies on disposal of surplus products and the 
net cost of marketing operations including interest on loans, were financed from funds 
transferred to the Commission by the Agricultural Stabilization Board from Agriculture 
Vote 17. The administrative expense of the Commission was provided for by Agriculture 
Vote 55. 


Loans to the Commission including accrued interest amounted to $47,368,000 at 
March 31, 1970. The Crown’s equity was $21,982,000 represented by cash on deposit with 
the Receiver General, $7,534,000, accounts receivable, $27,000, inventories of butter, 
skim milk powder and cheese, at market value, $27,878,000, less subsidies and other 
accounts payable, $13,457,000. The deficit of $25,386,000 at March 31, 1970 includes 
$19,443,000 which resulted from the provision for subsidies applicable to surplus inven- 
tories of butter and skim milk powder. 


The following is a summary of the operations of the Commission for the past two 
years: 


Year ended March 31 


1970 1969 
Dairy prices support program 


Subsidies to producers of manufacturing milk and cream (ex- 
cluding holdbacks from producer subsidies).............. $ 82,626,000 $ 100,871,000 


Subsidies on disposal of surplus dairy products including hold- 
backs from producer subsidies of $24,824,000 ($15,714,000 


Pe os seis oes cate g cun eae a eek OO ease 50,679,000 54,995,000 
Phasing-out payments to low-volume producers whose subsidy 

quotas were withdrawn in 1968-69................0 000s — 4,446,000 

Net: cost.of marketing operations. « o.s.6.cs0s as + ac see 0 aaisebivins 8,968,000 4,941,000 

CB (oe es ATS egos oul a iystea yall pm ous remy teh tar Age Be Meal aries td or hs ta 5,000 142 ,000 

COAG MERTEN at assole i Bi, sicla nid ta ieee icine as omlsibaa's ss dv.0 142,278,000 165,395,000 

RUTHER EINE ER UOCUNOS cree elk oa iste kek Sg ne Gs nos ues ek aie A SRS Gas 847 ,000 741 ,000 

Expenditure applicable to 1967-68 operations (net)............... — 6, 259 , 000 


AL US ETS TE ee Se EE, Re en a ee mR $ 143,125,000 $ 172,395,000 
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Year ended March 31 


1970 1969 


Expenditure provided for by— 
Agricultural Stabilization Board payment for the purpose of 
stabilizing the price of dairy products—Agriculture Vote 17.$ 131,857,000 $ 156,063 ,000 
Gross profit on sales of domestic and imported products to 


IVES eli OO diy nw ons aiding. coe on rice Deal cate Baty ton | AR sane 626 ,000 
Agriculture Vote 55 (Administrative expense)................ 397 , 000 303 , 000 
Government departments which provided certain major services 

Veg UNEUe NOL OT: Oy 47 Pare Set aera Rens Gyeotern NRE See, aa ea 450,000 438 ,000 

132,704,000 157 , 430,000 
Portion of expenditure not provided for...................2+00-- 10,421,000 14,965,000 


$ 143,125,000 $ 172,395,000 


The following is a summary by commodities of the net cost of marketing operations 
to stabilize domestic prices, together with totals for the preceding year: 


Year ended March 31 
Skim milk ct ia soe amie pcr oa 
powder Butter Cheese 1970 1969 
DSleas, AUR ie . AAS $ 16,671,000 $ 37,413,000 $ 3,436,000 $ 57,520,000 $ 57,597,000 
Subsidies applicable to 
surplus products sold 37,594,000 — — 37,594,000 13 , 236,000 


ee ee ee 


54,265 , 000 37,413 ,000 3, 436 , 000 95,114,000 70 , 833 ,000 
_ Cost of products sold.... 54,265,000 37,056 ,000 3,371,000 94,692,000 69 , 422 ,000 


Gross profit............ — 357 ,000 ~ 65,000 422,000 1,411,000 


Expense— 
SOTHO slisrsiee selene 1,428,000 1,697 ,000 42,000 3,167,000 2,690,000 
Freight and handling 671,000 871,000 3,000 1,545,000 1,284,000 
2,099,000 2,568,000 46 ,000 4,712,000 3,974,000 
Lee (pTOHG) ts 4 wee eas $ 2,099,000 $ 2,211,000 $ (20 ,000) 4,290 ,000 2,563 ,000 
interest tn: tonne oo aio on | thie bn ic Ce See a Se ee 4,765,000 3,179,000 
Loss on sales of domestic products........... RANG silek sete ae wh 9,055 ,000 5,742,000 
Deduct: Profit on sales of imported butter..............0.0 cece eee 87 ,000 801,000 
Net cost-of marketing operations (Pee ee ea ee eek $ 8,968,000 $ 4,941,000 


Subsidies applicable to surplus products sold represent the difference between the 
Canadian support price and the world market price realized on sale of the products 
abroad. 


In addition to the subsidies of $37,594,000 applicable to the disposal of surplus skim 
milk powder by the Commission, subsidies were paid to dairy manufacturers to assist 
in disposing of surplus production of skim milk powder, $11,027,000; cheese, $3,245,000; 
and evaporated milk and dry whole milk, $198,000. Also, assistance totalling $3,265,000 
was given to manufacturers with respect to skim milk diverted to the production of 
casein rather than milk powder. 
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A summary of the administrative expense for the past two years follows: 


Year ended March 31 

1970 1969 
Remuneration of Members of the Commission................eceeeceues $ 73,000 $ 75,000 
PRGA ICSI ROE TOE a+ eh asc vs chcticd athe wav ae pt oteeed ahah adarens eR Made ON ee 383 ,000 357 ,000 
Employee salaries and benefits... 0 coe ccre eens cusev eves eee ees 216,000 170,000 
AVHOUNE S516 BOPVICES® 5 ou -0 itd hd dea wd dawia od owed USE TRO ee 67 ,000 81,000 
CAE CO IAPR. o n.5 oud HA tweed A OMS ae RAW de a dO 108 , 000 58 , 000 


$ 847,000 $ 741,000 


The administrative expense of $847,000 includes $450,000 for the estimated value of 
services provided without charge by the Department of Agriculture and the Department 
of Supply and Services. We reiterate the recommendation made in previous Reports 
(paragraph 267 in 1969) that provision for the cost of these services be made in the Ca- 
nadian Dairy Commission vote for Administration, Operation and Maintenance so that 
the total cost of administering the dairy price support program will be assembled in one 
vote. 


253. Canadian Film Development Corporation. This Corporation, established by 
the Canadian Film Development Corporation Act, 1966-67, c.78, consists of six members 
appointed by the Governor in Council, and the person holding the office of Government 
Film Commissioner. Its objects are to foster and promote the development of a feature 
film industry in Canada, for which purposes the Act appropriated $10 million to be paid 
out of the Consolidated Revenue Fund from time to time as required. The head office 
of the Corporation is in Montreal. 


Payments from the appropriation to March 31, 1970 totalled $2,401,000 of which 
$1,828,000 was paid in 1969-70 comprising $1,399,000 for investment in Canadian feature 
film productions, $414,000 for operating purposes, and $15,000 for furniture and fixtures. 
The balance available in the appropriation at March 31, 1970 was therefore $7,599,000. 
At that date the Corporation was committed to invest a further $339,000 in future Cana- 
dian feature film productions. 


Amounts paid out as investments in, or loans to producers of, Canadian feature film 
productions are charged to the Canadian Film Development Advance Account to which 
all receipts from such loans and investments are credited. These receipts, which during 
the year amounted to $47,000 comprising principal repayments of $25,000 and interest 
earnings of $22,000, are available for reinvestment. 

The Crown’s equity in the Corporation at March 31, 1970 was $1,792,000 comprising 
amounts invested in Canadian feature film productions, $1,743,000, working capital, 
$28,000 and furniture and fixtures, $21,000. 
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The following is a summary of the expense of the Corporation for the past two 
years: 


Year ended March 31 
1970 1969 
Administration— 
Salaries of Members and executive officers.............0cceeeeeeees $ 40,000 $ 34,000 
Other salaries and employee benefits................ececececeveees 49 ,000 19,000 
Rent, leasehold improvements and taxes.............eeeseee ee eeeee 23 ,000 13 ,000 
Advisory feessincliding expenses!; fa. ). svdbhys eee eee ack 21,000 11,000 
Printing. postare.and general office. :.00 65 io oe eek de nen eos 13 ,000 4,000 
Stnihiand Members Gravel: c< .c wc sae Ca vitae ots le oe we 12,000 12,000 
Accounting and legal fees, including expenses...............2000000- 11,000 4,000 
CUETOY CRE tah HN ON are ORM tN ded S, aid ae do vheweads eatane Sead tens O a 7,000 4,000 
176,000 101,000 
Investments and loans written ‘OFF 645666. ie bs bw aig oo we os RO 124,000 — 
Grants to film-makers and film technicians resident in Canada........... 115,000 — 
PIGDTECIATAOR 5c: «010 ca hnicte dy ane Me GRR ae PEER eee Heebner Gilets ¢ ae 5,000 2,000 
Awards for outstanding accomplishments in the production of Canadian 
feature filmy 5 23 oy CER SR A ee, EY Be ea — 100 ,000 
LOCAL OXDOHSO? yu. 3 sxe cole sot en Coen he © vtec cat tee STS cas eg ee $ 420,000 $ 203 ,000 
Total expense provided for by— 
Dba LUILOly BD DTOPTIRGIOR 6 kc oe 2) 2 ine el ey aha el Oe gee $ 429,000 $ 205,000 
Less: Expenditure on furniture and fixtures..............0200e eee 15,000 13,000 
414,000 192,000 
Depreciation: Mire. Tele PR ee, Sr ah a A oe 5,000 2,000 
Increase in accounts payable cna maae «dunjca* aia Mise ee aan cake 1,000 9,000 


—_———_______—_— —_—_——____—_—. 


$ 420,000 $ 203 ,000 


The investments and loans written off comprised $79,000 to reduce to the nominal 
value of $1 each amounts invested in preproduction costs of eight films unlikely to go 
into production. because distribution agreements could not be arranged by the producers, 
and $45,000 to reduce by 50% the amount invested in six films where there appeared 
to be some doubt that a distribution agreement could be arranged. The copyrights in these 
scenarios are vested in the Corporation. 


The expansion of the Corporation’s activities in its second year of operation has re- 
sulted in the general increase in administrative expense. The increase of $30,000 in other 
salaries and employee benefits was due to an increase of three employees, $21,000, and 
general salary increases. The increase of $10,000 in accommodation costs was due mainly 
to the opening of an office in Toronto. 


254. Canadian LInvestock Feed Board. This Board, established by the Livestock 
Feed Assistance Act, 1966-67, c.62, consists of four members appointed by the Governor 
in Council. The objects of the Board are to ensure the availability of feed grain to meet 
the need of livestock feeders, the availability of adequate storage space in Eastern Can- 
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ada for feed grain, and the maintenance of reasonable stability in, and fair equalization 
of, feed grain prices in Eastern Canada and British Columbia. 


The following is a summary of the expenditure of the Board for the past two years: 


Year ended March 31 
1970 1969 
Freight assistance 'on feed grains..... 7.0 b.. oc .a ce ees cee te dae’ $ 21,860,000 $ 17,997,000 
Administration— 
maAlsries rand employee benefits....< 0.00.6... ccc ck eee ceases 217,000 158 ,000 
Accounting and cheque issue services. ............00cec cece eee 64,000 50,CO0 
MpAver spd removal so ia dp hee Fe ad ate tee eV MOO Aa 4. 30,000 19,000 
A COGINOURAION ). cavaek ane stae wre bike > enemealb xe) trates 23 ,000 20 ,000 
Professional and special services. ............0cececee ce ceceees 23 ,000 19,000 
Pee tiOuery aN OnICe BUPPUES,.... {<8 do ats cote > lee BEY eee 23 ,000 13,000 
Comers £17. ROSEY TAS... SAS Leonel oe. Larose . 23 ,000 19,000 
403 ,000 298 ,000 
RR AECL rans cos tds cceros REALS Pade tae «Laka eee oe $ 22,263,000 $ 18,295,000 
Total expenditure provided for by— 
rere EERIE SEN OU g 5 oes si oak sha Su hE wae «ak wl Boe SAS $ 21,860,000 $ 17,997,000 
PPLICIN OUTED) OLE OU. EE. ee Oe eee hae Peed hee kOe TN waned 302 ,000 224 ,000 
Treasury Board—Reserve for salary revisions.................. 10,000 e 
Government departments which provided certain major services 
MNGUr CHAIpOr seis) MUU VlGh ok See CAME ae eee eee 91,000 74,000 


$ 22,263 ,000 $ 18,295,000 


The major services provided without charge were employee benefits by the Treasury 
Board, accounting and cheque issue services by the Department of Supply and Services, 
and accommodation by the Department of Public Works. It is the general policy that 
Crown corporations pay for these services and provision should be made for these costs 
in the appropriation for the administration and operation expense of the Board. 


The increase of $59,000 in salaries and employee benefits includes $6,000 for salaries 
and fees paid to Board members, $25,000 for staff salary increases including retroactive 
payments, and $19,000 for salaries of new employees taken on strength during the pre- 
vious year. Travel and removal expense increased by $11,000 largely as a result of in- 
creased travel costs for Board members and staff following the opening of an office in 
Ottawa. The printing of new claim forms was primarily responsible for the increased 
cost of stationery and office supplies. 


255. Canadian National (West Indies) Steamships, Limited. The operations of this 
Company ceased in 1958 on the sale of its fleet of eight vessels to Cuban interests. 

The Crown’s equity in the Company at December 31, 1969 was $556,000 represented 
by cash, $5,000, a deposit with the Receiver General, $95,000, and a final instalment of 
$470,000 receivable under an agreement of sale, less a liability of $14,000 in respect of 
unclaimed matured bonds. 
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The balance receivable under the agreement of sale represents the final instalment — 
due August 19, 1963 under the terms of a letter of credit confirmed by the Bank of 
America. Payment continues to be prohibited by the Cuban Assets Control Regulations © 
of the United States of America dated July 8, 1963. Efforts of the Department of 
Finance during the year to obtain a licence from the Secretary of the Treasury of the 
United States to enable the Bank of America to make payment notwithstanding these 
Regulations were unsuccessful. However, the Bank of America has agreed to an extension 
to December 31, 1971 of the limitation period under which legal action may be taken 
against it. 


256. Canadian Overseas Telecommunication Corporation. This Corporation was 
constituted in 1949 by the Canadian Overseas Telecommunication Corporation Act, R.S., 
c.42, to establish, maintain and operate external telecommunication services generally 
and to co-ordinate Canada’s external telecommunication services with those of other 
nations. 

The Crown’s equity in the Corporation was $80,890,000 at March 31, 1970 compris- 
ing advances of $45,919,000 and a surplus of $34,971,000. 

The capital requirements of the Corporation during the year were met from accu- 
mulated earnings and $3,424,000 was repaid on advances received in prior years. Addi- 
tions to capital assets amounted to $4,857,000 and at March 31, 1970 the estimated cost 
of completing approved capital projects was $29,100,000 of which $15,300,000 relates to 
the year ending March 31, 1971. 


The following is a summary of income and expense of the Corporation for the past 
two years: 


Year ended March 31 
1970 1969 
Income— 
Telegraph, telephone, telex, circuit rentals, satellite, etc.......... $ 33,155,000 $ 30,500,000 
Expense— 
Salaries, wages and employee benefits........... 0.00.0 cee eeeee 7,304,000 6,715,000 
Depreciation . pain wesen Be Leake WAS Cw Sak. 7,255,000 6,772,000 
Fe@nital. Of ite ihs BEC odie Se cess as wee Me eee an ccs tsa a Rl reek 4,210,000 2,993 ,000 
Maintenance and repairs—plant and equipment................ 2,495,000 1,954,000 
baterest 8 ey ee CNG, ae OND ee thn. emuteactees . Lg 2,458 ,000 2,620,000 
CLs SR, eC nS eMart SE Re RnR TNT 880 ,000 863 ,000 
Pee 24 ,602 ,000 21,917,000 
Estimated amount recoverable from Commonwealth Network 3,275,000 3,024,000 
Portion of expense canitalized., «6 .9ies Patti. Soc caidas opie 774,000 381,000 
4,049,000 8,405,000 
20 , 553 ,000 18,512,000 
PPOMG DS tRe INOUE UBS cn gta y oc tein cg teeta a «ae abd ee eee eee 12,602 ,000 11,988,000 
Provision tor Wmcdms Taxes. VSL. cee eo se nhs « Lae een Alle ok 6,470,000 6,195,000 


DG TN a alas hs tie on aad as eet Raa PO kde cia a eee $ 6,132,000 $ 5,793,000 
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The increase of $2,655,000 in income is largely accounted for by increases of 
$1,473,000 in telephone revenue and $1,099,000 in telex revenue. 


Expense increased by $2,685,000, including $483,000 for depreciation due to increased 
investment in capital assets, $1,217,000 for the rental of additional circuits and the leas- 
_ ing of additional landline connections between Montreal and Mill Village, N.S., and 
$541,000 for oceanic cable repairs. These were offset by increases in the estimated portion 
of expense recoverable from the Commonwealth Network, $251,000, and the portion 
_ of expense capitalized, $393,000, resulting in a net increase of $2,041,000 in the expense 
charged to operations. 


257. Canadian Patents and Development Limited. Section 17 of the National Re- 
_ search Council Act, R.S., c.239, provides for the incorporation of one or more companies 
by the National Research Council of Canada for the purpose of exercising certain of 
the powers conferred upon the Council. Under this authority Canadian Patents and 
| Development Limited was incorporated in 1947 under the Canada Corporations Act, 
RS., c.68, for the purpose of making available to industry, through licensing arrange- 
_ ments, the inventions and new processes developed by the Council. The services of the 
- Company, which is located in Ottawa, are also available to government departments, 
- publicly supported institutions and universities. 
| At March 31, 1970 the Crown’s equity in the Company was $954,000, comprising 
capital stock of $296,000 and surplus of $658,000. 


The following is a summary of the results of the Company’s operations for the past 
_ two years: 


Year ended March 31 
1970 1969 
Income— 
Royalties, licensiig feeaVete. 291024 9 LPIA 1 QUA TROT). Bs $ 451,000 $ 378,000 
Less: Costs of licensing rights and related technical assistance, etc..... 123 ,000 82,000 
328 ,000 296 ,000 
SPE Sede en ene ak ie cus Se oa eae oe ee ae vie Cults so eee 106 ,000 83 ,000 
434,000 379 ,000 
Expense— 
a RR lectin, conial Sighs. se va sain s Ge abe RGR AG a RS Oa LOL ee 250 ,000 222,000 
Patent attorneys’ fees and other patenting costs.................-0. 102 ,000 76,000 
Development ASRIStANGO Mas ruts, sie dds nw ss oa va en eases sea enees 72,000 171,000 
FE aC ORE: SA ee, 6 so 6d al wae eh aR wha OOS wee ae 47 ,000 24,000 
PIR A MARTON fad 8 ys oi aoc ciel Merit eI i hg sy ga idia 8 OR ae ROE ESS 21,000 16,000 
Re TNR or ieee te ea ele OS ee a a ue 20 ,000 20,000 
Services provided by National Research Council of Canada.......... 16,000 9,000 
aes Bs 45 GUL OS Re Bie . CO PE Bit cts dss be bb a eae 8 21,000 28 ,000 
549 ,0900 566 ,000 
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The increased income from royalties, licensing fees, etc., is largely attributable to 
increased revenue under five licensing agreements. The $23,000 increase in other income 
is largely accounted for by a lump-sum payment from a new licensee under an agency 
agreement. 

The increase of $28,000 in salaries is due to increased rates. The $26,000 increase in 
patent attorneys’ fees and other patenting costs resulted from a substantial increase in 
the number of patents filed, accompanied by increased patent attorney fees and other 
charges. The decrease of $99,000 in development assistance was mainly due to a contrac- 
tion of the development program and a reduction in assistance required by one licensee. 
The rent increase of $23,000 is attributable to a full year’s use of office accommodation 
which prior to October 1968 was provided rent-free by the National Research Council 
of Canada. 


258. Centennial Commission. The Centennial Commission was established by the 
Centennial of Canadian Confederation Act, 1960-61, c.60, to promote interest in, and to 
plan and implement programs and projects relating to, the Centennial of Confederation 
in Canada. The Commission consisted of a commissioner, an associate commissioner and 
twelve directors, all appointed by the Governor in Council. Pursuant to Secretary of 
State Vote 1c, Appropriation Act No. 1, 1968, 1967-68, c.34, the Commission ceased to 
exist on April 1, 1968; all rights and property, and all obligations and liabilities of the 
Commission existing before that day were directed to continue as the rights, property, 
obligations and liabilities of the Crown; and the Secretary of State was authorized to 
close out the affairs of the Commission. 

~ The Centennial of Confederation Fund, established under section 10 of the Act, had 
a balance of $2,384,000 at April 1, 1969. During the year $1,536,000 granted to provinces 
for approved projects was charged to the Fund, leaving a balance of $848,000 at March 
31, 1970. 

At March 31, 1970 there were outstanding commitments amounting to $348,000 
under the Centennial Projects Program in respect of projects of a lasting nature initiated 
by municipalities or local agencies and approved by provincial authorities. The balance 
of $848,000 in the Centennial of Confederation Fund was available to the Secretary of 
State to meet these commitments. 

The following is a summary of expenditures for the year ended March 31, 1970 to- 
wards closing out the affairs of the Centennial Commission with comparable figures for 
the year ended March 31, 1969 and cumulative figures from the establishment of the 
Commission on September 29, 1961: 


Cumulative 
Year ended March 31 to 
aeeanente Caainecatanmteeter oie > F< -4 March 31, 
1970 1969 1970 
Grants to provinces for approved projects of a lasting 
Hature..... 0005s SECC Cee eet er eee $ 1,536,000 $ 4,870,000 $ 41,387,000 
Programs and projects of national significance...... 17,000 137 ,000 37 , 843 ,000 
BSUOUMTOUON GRPONEGs shoei caceccenscaccenaue — 42 ,000 12,957,000 


WORD SRpendituie a, GIB) ci cacacckincsoencte es $ 1,553,000 $ 5,049,000 $ 92,187,000 
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Cumulative 
Year ended March 31 to 
—_— March 31, 
1970 1969 1970 
Total expenditure provided for by— 
Centennial of Confederation Fund............ $ 1,536,000 $ 4,870,000 $ 41,387,000 
Perrerary OP DUSLe VOLGIIU. .. «4. sa0 6 dn outs JUeee 17,000 179,000 50,284,000 
Government departments which provided ac- 
commodation and accounting services with- 
EE EO soi os a AW es elu) a ae va ses Gas — — 516,000 
$ 1,553,000 $ 5,049,000 $ 92,187,000 


The expenditures on “Programs and projects of national significance” in 1969-70 
were in settlement of outstanding accounts in respect of Confederation Train and Cara- 
vans, $16,000, and Publications Assistance, $1,000. 


259. The Company of Young Canadians. The Company was established by the Com- 
pany of Young Canadians Act, 1966-67, c.36, to support, encourage and develop programs 
for social, economic and community development in Canada through voluntary service. 
The head office is in Ottawa. 


The Company is under the stewardship of a Council consisting of not less than seven 
and not more than nine members appointed by the Governor in: Council pursuant to the 
Act. An amendment to the Act (1969-70, c. 15) which was assented to on March 12, 1970, 
provides that the accounts and financial transactions of the Company shall be audited 
annually by the Auditor General. In accordance with this requirement we have examined 
the accounts for the year ended March 31, 1970. 


A summary of the Company’s income and expense for the past two years follows: 


Year ended March 31 


1970 1969 
Income— 
Payment received pursuant to Secretary of State Vote 48..........$ 1,900,000 $ 1,900,000 
DC OrOcl A CORDLOIS ooo 6 ke ate Ws ons Was Oh 4s wh a ats d 44 ,000 13,000 
1,944,000 1,913,000 
Expense— 
Stalivealaries and benbeitterm wits. vlasraiii ariiie. Wa es a ees 458 ,000 549 ,000 
Volinteers’ allowances aud ibenelits......64 cos cess aco ree meecesee 731,000 780 , 000 
Services provided by individuals or firms....................000- 119,000 180,000 
TPanspor dion. and trayver.? fu . DOA a) LAO, APS, 150,000 192,000 
Program support—including office expense.............0.002eeees 119,000 108,000 
SE ee OE aR ERR oe) UPR NEED Ore RT ire NERONE | Ste OR PIL A 55,000 55,000 
Meetings, conferences and COUTSES............cc ccc cecerceeeeces 47,000 42,000 
Purchase of motor vehicles, furniture and equipment.............. 26 ,000 11,000 
1,705,000 1,917,000 
PRONE GE OEINO OVE OS DOUGG co ose ya es ae cols oe a nels ca hs Ga on $ 239,000 $ (4,000) 
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Our examination revealed weaknesses in the accounting and financial controls of 
the Company. A lack of policy for approving payrolls and checking their accuracy resulted 
in payrolls for some months being neither approved nor checked; others were approved 
but not checked; and some had been checked but not approved. In ten cases there was 
no evidence on file that the employee’s salary rate had been authorized. In addition, there 
was no contract of employment in the files of eleven Volunteers and in eleven other cases 
the files themselves were missing. Thus in 32 instances we were unable to verify the 
monthly rates of remuneration. 


From the date of its establishment to March 31, 1970, the Company has purchased 
capital assets totalling $156,000 but a capital asset ledger has never been, maintained. A 
physical inventory of furniture and equipment was taken during the year and the 
residual value estimated but no attempt was made either to establish actual cost or 
determine the items that should have been on hand by reference to purchases and 
disposals. There were also discrepancies, which could not be reconciled, between our 
physical count and that of the Company. 


In May 1969, a Volunteer pleaded guilty to obstructing a police officer in the Slave 
Lake area of Alberta. The conviction was appealed and quashed on technical grounds, 
In Kingston, Ont., another Volunteer was charged with obstructing a police officer but 
the charge was dismissed because of an error in the wording. Although the Volunteers 
were apparently not acting within the scope of their employment at the time of the 
alleged offences, legal fees of $491 and $250 respectively were paid by the Company. 


As a result of public criticism of the Company, on. October 24, 1969 the Standing 
Committee on Broadcasting, Films and Assistance to the Arts was empowered to consider 
and report to the House of Commons on the legislative framework, organization and 
operations of the Company. The Committee heard 18 witnesses and submitted its report 
to the House on December 5, 1969. In the report the Committee expressed concern with 
existing conditions which it described as follows: 


(i) There is a lack of administrative procedures resulting in almost chaotic con- 
ditions. 


(ii) Financial procedures, to say the least, are questionable and unconventional. 


(iii) Evidence has been adduced of an infiltration into the Company, particularly 
in one region of the country, by individuals who have used the Company as a 
base for acts of subversion, violence and illegality, which the administrators of 
the Company were apparently powerless to control. It would also appear that 
public funds may have been surreptitiously diverted to support these purposes. 


(iv) It is apparent that from time to time and from place to place various volunteers, 
in the course of their duties, participated in overt acts of a partisan political 
nature, contrary to the objectives and the best interests of the Company. 


(v) Your Committee has evidence that the Executive Director of the Company 
is seriously hampered in the performance of his duties. This situation results 
from the following factors, among others: 


(a) The Company has no policies on the qualifications required of volunteers nor any definition 
of their exact role and functions; 


(b) There is no policy on the recruitment of volunteers; 
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(c) There are no policies on the training of volunteers; 


(d) There are no evaluation procedures with respect to the performance of volunteers and 
staff; 


(e) There is no adequate procedure to deal with the grievances of volunteers or staff; 


(f) There are no adequate policies for the suspension and dismissal of staff and the suspension 
or cancellation of volunteer contracts. 


(vi) The Company has no policies for the research, selection, evaluation, modifica- 
tion and/or termination of programs or projects. 


Notwithstanding these findings, the Committee expressed the belief that the original 
concepts and objectives of Parliament in creating the Company can be successfully 
realized but that this result cannot be achieved without substantial changes in the 
legislative framework, organization and operations of the Company. 


Changes in the legislative framework were included in the amendment to the Act 
that was assented to on March 12, 1970 but shortcomings in financial controls still exist. 


260. Crown Assets Disposal Corporation. This Corporation was established in 1944 
by the Surplus Crown Assets Act, R.S., c.260. With certain specified exceptions, the 
Corporation is responsible for the disposal of the surplus assets of government depart- 
ments and most of the Crown corporations and agencies. The Corporation has entered 
into agreements with Britain and the United States whereby it also disposes of surplus 
property held by them in Canada. The Corporation has its head office in Ottawa and 
regional sales offices in a number of cities across Canada. 


As has been the case for a number of years, the Corporation was authorized for the 
1969-70 year to retain 4% of the net proceeds of sales of lands and buildings, including 
interest received, and 10% of the net proceeds of all other sales, to meet its administrative 
and other expenses. A summary of the Corporation’s income and expense for the year 
with comparable figures for the preceding year follows: 


Year ended March 31 


1970 1969 


Income— 
Portion retainable by the Corporation from net sales and other 
SP AO ak oes ain AER os a ve ee a OO RRS A $ 1,193,000 $ 1,120,000 
Expense— 
RM Me sain Boe Sig Cuieroe ROH ea AE Sy cited eee te a 966 , 000 779 ,000 
Ea deh FE pam aging dhalegth dal a geiah d Bi yr aie liar he celeb anit ig begiuttyl get ng imt ge 84,000 71,000 
AT Oe ey SOE ss os civics Re AA AAA A AS Ta AAA Ta ae ae 70,000 64,000 
Telephone, telegrams and postage............... cece cece eee eee 57,000 49 ,000 
Printing, stationery and office supplies.............. 0. cece eee ee 27 ,000 39 , 000 
ARMS Conia SRR Bak 2) i POE eR DS EO EE AOU Ree 22,000 31,000 
Office furniture, equipment, repairs and upkeep................... 18,000 23 , 000 
DOM AORN 5 605 5s ots aera a oA sh Ok nicer alen a diy 8) ade duu bon ese a ea 15,000 14,000 
{hd COAT eat ©, PROS S-ERR Re PN SRR i RE Aaa NR FE gS. Cr 12,000 17,000 
1,271,000 1,087,000 


PACeemOr expense OVEN INCOME)... tk kee ee ce se hea et eb alec eceacess $ 78,000 $ (83,000) 
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The $73,000 increase in income was mainly due to an increase in lands and buildings 
sales. The $184,000 increase in expense is attributable to increased salaries resulting from 
higher salary rates and an increase in staff from 112 to 119. 


Pursuant to section 81 of the Financial Administration Act, the Corporation was 
directed to pay to the Receiver General, as of March 31, 1959 and from time to time 
thereafter, but at intervals of not longer than six months, all of its surplus in excess of 
$100,000. On March 24, 1970, in order to permit an increase in the Corporation’s working 
capital, the Governor in Council increased from $100,000 to $300,000 the surplus which 
may be retained by the Corporation. As the surplus at March 31, 1970 was only $22,000, 
no amount was required to be remitted to the Receiver General. 

The equity of the Crown in the Corporation’s Agency Account at March 31, 1970 was 
$9,180,000, compared with $7,761,000 at the end of the preceding year, largely represented 
by $8,804,000 receivable under long-term interest-bearing sales agreements. 

The transactions in the Agency Account during the year, compared with the pre- 
ceding year, are summarized as follows: 


Year ended March 31 
1970 1969 
Sales made on behalf of— 
WAUBOR so cuiatss Cs iak Le ER Te lees Peon a eee Sarees $ 15,963,000 $ 14,346,000 
i therstt235.. oes. aes te ened, Pat). site ey. tay, REE NS 557 , 000 492,000 
16,520,000 14,838,000 
Less: Payment for interest of third party in property sold....... 1,617,000 _ 
Direct costs yelnting to Gales. > ous os es fee. ca weds 47,000 110,000 
1,664,000 110,000 
14,856,000 14,728,000 
Internat ...45). 4 ce Oh OI I APPS eee e., Sa 550,000 401,000 
15,406, 000 15,129,000 
Deduct: 
Portion retainable by the Corporation from net sales and other 
BUGGING GRIRIO Sco aie iad 'eic fot cet ee ne ek oe ee 1,193,000 1,120,000 
Remittances to the Receiver General..............cccceecccees 12,293 ,000 13,041,000 
Other remittenoest wwii. aes Lavo. bees eorenaplucilss ee 536 , 000 388 , 000 
Adjustment Of prior. yout wales pi) eet ee Gouda f _— 15,000 
14,022,000 14,564,000 
Increase (decrease) in equity— 
CRTIAIIN . stom otetanintes Seite mundus’ dire aia smnenaeaea es ae 1,419,000 504,000 
Others... {Git Som Jés) bores Gee. estore, Benes eet Css (35,000) 61,000 


$ 1,384,000 $ 565 , 000 
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The $1,617,000 payment to a third party out. of a total sale price of the property of 
$2,505,000, represented the negotiated fair market value attributed to a portion of the 
land and was made in accordance with a 1942 agreement which conveyed that portion 
to the Crown. 


The increase of $1,682,000 in sales comprises an increase of $1,709,000 in sales of 
lands and buildings and a decrease of $27,000 in other sales. 


261. Defence Construction (1951) Limited. This Company was incorporated in 1951 
under the Canada Corporations Act, R.S., c.63, pursuant to the authority in section 7 of 
the Defence Production Act, R.S., c.62. 


The Company is responsible for awarding and supervising contracts for defence 
construction projects and may assist civilian agencies of the Government. Funds to 
finance projects are provided by the departments concerned, or by the United States 
Government for defence projects in Canada undertaken on its behalf. 


Expenditures on construction projects approved by the Company for payment by 
the departments or agencies concerned increased from $25 million in 1968-69 to $26 
million in 1969-70. The 1969-70 figure includes $1.7 million for the Canadian Interna- 
tional Development Agency for which there was no counterpart in 1968-69. 


The following is a summary of expense and income for the past two years: 


Year ended March 31 
1970 1969 
Expense— 

BAIATIOS LAIN TEV IDS ALLOW STICOS oo. 5:5: 55 cei sua'eraseracopprnesiSaledovnreisiereid siecapsuores $ 3,636,000 $ 3,431,000 

ee RETA 8 sid bate gn auc clas © mete We ane am 257 , 000 264 , 000 

SRE AURA WETTOV AL 2 bli cco aca ein hain & x nals SRS Ce An eee eS 209 , 000 180,000 

CEC h Nae Ut DAPPER PP Riien a cisiarbkerdinierhociare Malden eit aads Ae 283 , 000 280 , 000 

4,385,000 4,155,000 
Income— 

Reimbursement for engineering and administrative services, etc..... 2,220,000 1,823,000 
DCL Ce > AUN ud spin dne Gis pws AR oe a ere ade ae cae $ 2,165,000 $ 2,332,600 
Net expense provided for by— 

Patina re cuca. Vote. BeBe LIF oclscrn ciate sic aal ai Wad Oaeies $ 2,135,000 $ 2,295,000 

Government departments which provided major services without 

RPELSE APR EN gl iyo oho) Sab Abe oh Gees at A evr ah td sk Re aes hae hw a al 30,000 37,000 


$ 2,165,000 $ 2,332,000 


The only significant increase in expense relates to higher salary rates which more 
than offset savings resulting from a staff decrease of 11 employees. 


The increase in income from reimbursement for engineering and administrative 
services is mainly attributable to increased activity in non-defence projects and to the 
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inclusion in billings to the Canadian International Development Agency of head office 
salary and overhead costs attributed to Company personnel directly engaged on the 
Agency’s projects. 


National Defence Vote 55, which provides operating funds for the Company, requires 
the Company to obtain Treasury Board approval before procuring the construction of 
projects other than defence projects for the Department of National Defence. Treasury 
Board approval was not requested for projects involving expenditure of $266,000 during 
the year which were financed with non-public funds provided by Service organizations for 
the construction of messes and recreational facilities such as swimming pools, indoor 
skating rinks and curling clubs because the Company considers these to be defence pro- 
jects. 


262. Eldorado Aviation Limited. This Company was incorporated in 1953 under 
the Canada Corporations Act, R.S., c.63, and is a wholly-owned subsidiary of Eldorado 
Nuclear Limited. Operating from headquarters in Edmonton, it provides air transporta- 
tion services mainly for its parent company and Northern Transportation Company 
Limited, another wholly-owned subsidiary of Eldorado Nuclear Limited. These two 
companies share the cost of operations of Eldorado Aviation Limited on a “cost per 
ton-mile”’ basis. 


The equity of Eldorado Nuclear Limited in the Company at December 31, 1969 
comprised capital stock of $28,000 and surplus of $254,000. 


The following is a summary of the net expense of the Company for the past two 
years: 


Year ended December 31 


1969 1968 
Salaries, wages and employee benefits............ 0. cece cece eee e ee eeees $ 425,000 $ 380,000 
meee at... | SUR ie Mi eid cai, Cb Peed wien beled aera ike Chinen 196 ,000 188 ,000 
PEPSI Yimin Chon Gin oid av sibs Skee wee tees EL Ch ewe ey hs mae 138,000 156 ,000 
BISHEAP OXDOLSCY 6 oo 65S 6d cae ee Re ee iar a a eas ar 48 ,000 44 ,000 
Dinivahee....... 000, 088.2: . «14. 2p posh aerate. bas peveeiin 39,000 30,000 
Dennpeiation «6 sere ere. ack bay Chen OLS ok a a DOs wee we es wk 32,000 45,000 
CR ate Rie a eit os ae el ke lS ee ee ee i 34,000 31,000 

912,000 874,000 
Diiscelishaiilis incomers aa Ps SOO gods ee hada eteewecaee noe 40,000 89 ,000 
ROG eROGNOG, . . RMP AMI Us os miss aa oo aviete cis oe ar al eae eh wee $ 872,000 $ 785,000 


The increase of $45,000 in salaries, wages and employee benefits was due to 
an increase in the number of employees from 34 to 38, together with an increase in salary 
rates effective August 1, 1969. A decrease in the time one of the Company’s aircraft was 
leased to private operators was the major reason for the decrease of $49,000 in miscella- 
neous income and the reduction of $18,000 in repairs expense. 
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The net expense for the year was recovered by the Company from Eldorado Nuclear 
Limited and from Northern Transportation Company Limited in the amounts of $737,000 
and $135,000. 


263. Eldorado Nuclear Limited. This Company, formerly known as Eldorado Mining 
and Refining Limited, was incorporated in 1945 under the Canada Corporations Act, 
R.S., c.63, following expropriation in 1944 of the shares of a privately-owned company. 
The principal functions of the Company are to produce, refine, procure and sell uranium 
and allied products and to produce zirconium metal which is used in nuclear power plants. 
The head office of the Company and the Research and Development Division are in 
Ottawa, the Beaverlodge mine is near Uranium City, Sask., and the refinery, the zircon- 
ium plant and the administrative offices are in Port Hope, Ont. 


The equity of the Crown in the Company at December 31, 1969 amounted to 
$62,226,000 comprising capital stock of $6,586,000, surplus of $44,406,000, and loans of 
$11,284,000, including accrued interest. The loans were made under the authority of 
Vote L3b, Appropriation Act No. 1, 1969, 1968-69, c.23, for the purpose of meeting 
capital and operating expense and bear interest varying from 775% to 84%. A condition 
of the loans is that they be liquidated from moneys received by the Company under 
certain sales agreements. A total of $2,600,000 was due to be repaid within one year. 


The following is a summary of income anid expense for the past two years: 


Year ended December 31 
1969 1968 
Income— 
Ie OF LOCUS ANU SEIVICES fof soos ks ncaa ele ccs diacae dcp ragie $ 3,761,000 $ 1,451,000 
Expense— 
Gar Gr products BNC SEFVICeS OIG. ss cs hese eos ie Nees oe Mate 3,499 ,000 1,117,000 
OIE tie, TOSRE lO Dinree et di hb ae teeenamerperes ¢ hmels wernetesier 697 ,000 590 , 000 
NENT red ig ie cR al ae Neier, pis Wen ata aN ay sins 421 ,000 380 , 000 
MORE AMEOTI TS Oe es he SS ee AE Se Pee ea SO 392 ,000 187,000 
RGR A es cutie tse, whicld paisppbieremte faghs Bw mile Aico Re er 131,000 125,000 
5,140,000 2,399,000 
PEG VOU UPOTAUIONS cars fae eres tes hes gta s ele) OW a kN So Pas 1,379,000 948 ,000 
Interest and other non-operating income (net)............... 0000s eee 160,000 1,127,000 
Moth louse ses. peraecs.. don J. soe EW. oP ee hate wale $ 1,219,000 $ (179,000) 


The provision for depreciation in 1969 amounted to $707,000 and in 1968 to $846,000. 


The increase in income from sales of products and services, and the related increase 
in cost of products and services sold, was due mainly to the sales of 295,000 pounds of 
concentrates in 1969. There were no sales of concentrates in the previous year. The sales 
were made from previous years’ production and the entire 1969 production of 1,562,000 
pounds from the Company’s Beaverlodge mine remained in inventory at the year-end. 
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The decrease of $967,000 in interest and other non-operating income (net) was due 
mainly to the liquidation of investments. 


The Governor in Council granted authority in 1963 and 1965 for the entry into 
contracts between Her Majesty the Queen in right of Canada represented by the Com- 
pany and certain other uranium producers for the purchase of uranium concentrates 
for stockpiling by Canada. At December 31, 1969 the Company was the custodian of 
uranium concentrates thus acquired at a total cost of $91,120,000. Funds for the acquisi- 
tion of these concentrates were provided by parliamentary appropriations and accord- 
ingly their cost was not included in the accounts of the Company. 


Capital assets of the Company increased by $8.5 million compared with $13.9 
million in the previous year. Major expenditure during the year included $7 million on 
the uranium hexafluoride plant and $1.1 million on the zirconium plant. The expenditure 
was financed partly from the Company’s working capital and partly from loans obtained 
from Canada under Vote L8b, Appropriation Act No. 1, 1969. The capital expansion 
program is to be completed in 1970 and further loan funds are available for this purpose. 


264. Export Development Corporation. This Corporation was established on October 
1, 1969 by the Export Development Act, 1968-69, c.39, to facilitate and develop export 
trade by the provision of insurance, guarantees, loans and other financial facilities. The 
Act declared the Corporation to be the successor to the Export Credits Insurance Corpora- 
tion on that date and all property, rights, obligations and liabilities of the Export Credits 
Insurance Corporation became those of the Export Development Corporation. The Cor- 
poration is intended to operate on a self-sustaining basis. Its head office is in Ottawa and 
there are branches in Montreal, Toronto and Vancouver. 


Section 27 of the Act provides that, where the Board of Directors is of the opinion 
that a proposed contract of insurance will impose upon the Corporation a liability for a 
term or in an amount in excess of that which the Corporation would normally undertake, 
the Governor in Council may authorize the Corporation to enter into the proposed 
contract. In the event of a loss on such a contract or on a similar contract previously 
entered into under section 21 of the Export Credits Insurance Act, R.S., c.105, all moneys 
required to discharge the liability are to be paid from the Consolidated Revenue Fund. 
The Corporation must not assume liabilities in excess of a total of $500 million under 
such contracts. 


To further promote export trade, section 29 of the Act permits the Corporation to 
provide long-term financing for capital projects of substantial value. However, such 
financing under this section or section 21a of the Export Credits Insurance Act is not to 
exceed a total of $600 million. In addition, section 31 of the Act provides that where 
the Board is of the opinion that a proposed long-term financing agreement is for a term 
or in an amount in excess of that which the Corporation would normally undertake and 
the Minister is of the opinion that the proposed agreement is in the national interest, 
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the Governor in Council may authorize the Corporation to enter into the agreement. All 
moneys required with respect to contracts authorized by the Governor in Council are to 
be provided out of the Consolidated Revenue Fund but must not at any time exceed a 
total of $200 million. 

The Crown’s equity in the Corporation at December 31, 1969 was $291,292,000 
consisting of share capital of $10,000,000, capital surplus of $10,000,000, an underwriting 
reserve of $6,000,000, reserve for losses of $310,000, retained earnings of $4,805,000, and 
loans and accrued interest totalling $260,177,000. 


The underwriting reserve, established to provide for losses on contracts of insurance 
entered into on the Corporation’s own account, remained unchanged at $6 million. At 
December 31, 1969 the reserve amounted to 2.8% of the Corporation’s liabilities under 
these contracts compared with 3.1% of the corresponding liabilities of the predecessor 
Corporation at the end of the preceding year and 3.6% at the end of 1967. 


Export sales insured by the Corporation and the predecessor Corporation on their 
own account during 1969 totalled $233 million compared with $247 million in 1968, and 
export sales insured at the risk of the Consolidated Revenue Fund totalled $9 million 
compared with $94 million in 1968. At December 31, 1969 the lability of the Corpora- 
tion for contracts of insurance totalled $329 million of which $212 million was for 
contracts entered into on its own account and $117 million was for contracts entered into 
under section 27 of the Act and section 21 of the Export Credits Insurance Act. Premiums 
and guarantee fees earned on risks insured on the Corporation’s own account amounted 
to $986,000 in 1969 compared with $932,000 in the previous year. Premiums received in 
respect of contracts entered into under section 27 of the Act are payable to the Receiver 
General subject to authorization from the Minister of Finance for the Corporation to 
retain as earnings a portion sufficient to recover expenses and overhead related to the 
administration of these policies. Premiums and guarantee fees earned on risks insured 
with Governor in Council authority under section 27 of the Act and section 21 of the 
Export Credits Insurance Act amounted to $93,000 for the year. 


At December 31, 1969, after nine years of operations in the field of direct long-term 
financing of export sales under section 214 of the Export Credits Insurance Act and sec- 
tion 29 of the Export Development Act, the Corporation had entered into financing 
agreements totalling $467 million. A total of $355 million had been disbursed of which 
$105 million had been repaid. The Corporation’s portion of interest and guarantee fees 
earned in respect of long-term financing agreements under the Export Credits Insurance 
Act totalled $409,000 for the nine months ended September 30, 1969 compared with 
$430,000 for the full 1968 year. For the three months ended December 31, 1969 the Cor- 
poration had net interest earnings of $493,000 in respect of long-term financing agree- 
ments under section 29 of the Act. 

The following is a summary of operations of the Export Development Corporation 
for the three months ended December 31, 1969 combined with those of the Export 
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Credits Insurance Corporation for the nine months ended September 30, 1969, with 
comparable figures for the Export Credits Insurance Corporation for the previous year: 


Year ended December 31 
1969 1968 
Income— 
Premiums, guarantee fees and net interest earned on export financing.$ 1,981,000 $ 1,455,000 
Expense— 
Balaries ANG eMmipimyee DONCILS.. en. for. ess Ca ue sae bane Vous cas 1,125,000 785 ,000 
Stationery; printing and offices.) 7946 bbe ce te a 81,000 58 ,000 
Rentcle sl. a atveder tier yess eee es ANS. es i ee ere 100 ,000 77,000 
Pubheity and publie relations. 37 oo a soe ian 0 se Fan ee a 29 ,000 10,000 
EPAVGR oe oh AYE fr Os al Oe Be bee ER tie ee One ara eae ae irene te te 59,000 48 ,000 
Communti¢atious 2% sare. tens Fe ele eee dene See 44,000 al; 000 
Othénascaccin’ wievennnidan gre aa desl ohn tees ele. 108 ,000 183 ,000 
1,546,000 1,198,000 
JOP A VINE POCO Foe tiie in ee Oe le a A le eee 435 ,000 257 ,000 
Policyholders’ claims— 
PACING ico eset: is A onale «ee andes eee eed aide 5 eae, Wana a 849 , 000 886 ,000 
EUOOG VETO rac. o's 5 pal chee ee ee ia areas is a ie ont eck aa eae 331,000 738 , 000 
518,000 148 ,000 
Excess of policyholders’ claims over operating income................. 83 ,000 (109 ,000) 
Interest,.on investments 6.0.5) a4 oie RR AE A Uo 927 ,000 318,000 
Nee meomew. O44 es). PADRES. AM AG A, EE EAL, EOS $ 844,000 $ 427,000 


The increase of $609,000 in interest on investments was due to the payment to the 
Corporation by the Minister of Finance of additional capital of $5 million and additional 
paid-in surplus of $5 million which, together with $14 million formerly on deposit with 
the Receiver General in a non-interest-bearing account, were deposited on October 1, 
1969 in an interest-bearing account with the Receiver General and earned $497,000 in 
interest. 


The following is a summary of transactions in respect of claims paid to policyholders: 


Nature of Outstanding Claims Amounts Written Outstanding 

claim Jan. 1, 1969 paid recovered off Dec. 31, 1969 
Tnsoivencye ANA ees $ 182,000 $ 16,000 $ 7,000 $ 21,000 $ 170,000 
Diotanttats 2 ives ieee 879,000 781,000 215,000 178 , 000 1,267,000 
Exchange transfer...... 1,424,000 47,000 109 , 000 (27,000) 1,389,000 
SP UMOE cats acc Yas +e aes 12,000 5,000 _— 5,000 12,000 
$ 2,497,000 $ 849,000 $ 331,000 $ 177,000 $ 2,838,000 
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The Corporation anticipates substantial recoveries from the outstanding claims of 
$2,838,000 and the amounts recovered will be recorded as income in the year in which the 
recoveries are effected. 


The Export Credits Insurance Corporation had been required to remit the Govern- 
ment’s portion of interest earned on notes receivable, only when the interest payments 
were received. At September 30, 1969 accrued interest earned but not due amounted to 
$3,267,000. The Export Development Corporation maintains that as this amount was 
not payable to the Receiver General on that date, it could not become an obligation of 
the Corporation and should be retained by the Corporation. In our opinion, this would 
constitute improper retention of public money and we have asked the Corporation to 
seek the opinion of the Department of Justice. 


265. Farm Credit Corporation. This Corporation was established in 1959 by the 
Farm Credit Act, 1959, c.43, to make, administer and supervise long-term mortgage 
loans to farmers. The Corporation also administers the Farm Syndicates Credit Act, 
1964-65, c.29, which authorizes the making of loans to qualified syndicates of three or 
more farmers for the purchase of farm machinery for their co-operative use. The head 
office of the Corporation is in Ottawa and there are seven provincial branch and 122 
field offices including the offices of 31 district supervisors. 


The Crown’s equity in the Corporation at March 31, 1970 was $1,157,888,000 com- 
prising: capital, $43,800,000; loans from Canada, $1,083,927,000 (of which $4,920,000 
was in respect of the Farm Syndicates Credit Act); accrued interest on loans from 
Canada, $28,769,000; a reserve for losses under the Farm Credit Act, $1,391,000; and re- 
tained earnings from operations under the Farm Syndicates Credit Act, $1,000. 

During the year, 5,743 loans amounting to $158,018,000 were made under the Farm 
Credit Act compared with 9,117 loans totalling $205,341,000 in the previous year. Repay- 
ments of principal amounted to $82,647,000. Loans outstanding at March 31, 1970 with 
accrued interest amounted to $1,153,713,000 compared with $1,071,104,000 at March 31, 
1969. 

The following is a summary of the income and expense of the Corporation under 
the Farm Credit Act for the past two years: 

Year ended March 31 


1970 1969 


Income— 
Tnterceh aninings? cc. buses vay vt sicaidig SNe ee SERS bea $ 58,473,000 $ 51,304,000 
Deduct: Interest on loans from Canada............. eee eee eee eee 60,525,000 52,130,000 
(2,052,000) (826 , 000) 


Appraisal, supervision and legal fees, etc..........--- +e eee ee ees 1,121,000 1,206,000 


(931,000) 380,000 
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Year ended March 31 


1970 1969 

Expense— ie 7th 
Salaries @Nd. SMploved DONC y icc v.05 sik uild> sen Bunaunswrnalt® Sdn ecces $ 5,982,000 $ 5,217,000 
DVS VOL ie ve aie sd sos eget TAS Ad Ee PEG ORG Ue a oe Dil it ae eee 583 ,000 575,000 
Office accommodations 7.7 . LAAN. hE EET ec CEs A 482,000 453 ,000 
Postage, express, telephone and telegraph...................00-- 142,000 129,000 
Printing, stationery and office supplies...............e.eceeeeeee 102,000 101,000 
Rental and maintenance of office equipment. ..................4. 100 , 000 80,000 
Depreciation .. . y's: . .14 ait. celeigey. td. detest cl. seo. fo ee 51,000 55,000 
Appeal Boards—fees and expenses... .......2. ccc eect eee ee ceee 10,000 16,000 
GFE tee sc a toMhn scare ahd cere aoe IE Weare re Mee othe tne Airs ce eee ae ae 55,000 59,000 
7,507,000 6,685,000 

Less: Portion allocated to operations under the Farm Syndicates 

COATES AC ics ae. tee aiu iad ae eer De 2 Wy accel g ee ak ee pa 28 , 000 39 , 000 
7,479,000 6,646 , 000 
Net operating loss provided for by Agriculture Vote 70............. $ 8,410,000 $ 6,266,000 


With respect to operations under the Farm Syndicates Credit Act, the Corporation 
had income of $40,000 from earned interest (net) and service charges, wrote off loans of 
$19,000 and allocated expenses of $28,000 to these operations. The net loss of $7,000 was 
charged to retained earnings which left a balance of $1,000 at March 31, 1970. Since 
this Act came into force on December 11, 1964, the Corporation has made 745 loans 
totalling $6,569,000 repayable over a term not exceeding fifteen years. As at March 31, 
1970 loans outstanding totalled $4,946,000 including accrued interest. The interest rate 
on new loans was increased from 73% to 84% effective October 1, 1969. 


Section 15 of the Farm Credit Act requires the Corporation to establish a reserve out 
of which may be paid “any losses sustained by the Corporation in the conduct of its 
business”. The section further provides that the Corporation shall credit its net earnings 
each year to this reserve until the amount of the reserve equals the capital of the Corpora- 
tion. At March 31, 1970 the capital of the Corporation amounted to $43,800,000 whereas 
the reserve for losses was only $1,391,000. In our report to the Minister of Agriculture 
under section 87 of the Financial Administration Act on the results of our examination 
of the accounts of the Corporation, we referred to the inadequacy of the former statutory 
lending rate of 5% on loans to farmers and the continuing deficiency in the reserve for 
losses. 


By an amendment to the Farm Credit Act (1968-69, c.6), the statutory lending rate 
of 5% was abolished with effect from November 15, 1968 and the interest rate on loans 
to farmers is now prescribed for each interest period in accordance with the Farm Credit 
Act Interest Rates Regulations. On April 1, 1969 the rate was increased to 8% and on 
October 1, 1969 to 83%. However, these rates were applicable only to new loans and 
annual losses will continue with respect to loans made at the former statutory rate so 
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that for a considerable time there will be no net earnings to credit to the reserve for 
losses. Since 1963 the annual losses of the Corporation resulting from the low statutory 
interest rate have been recovered from annual parliamentary appropriations. This policy 
will prevent further depletion of the reserve by such losses, but does not provide for 
the building up of the reserve to an amount equivalent to the capital of the Corporation 
as is contemplated by the Farm Credit Act. 


In 1969 we recommended to the Corporation that in view of the magnitude of its 
operations and the growing volume and value of its outstanding loans, consideration 
should be given to the appointment of an internal auditor. We have been advised that 
the Corporation is in the process of implementing this recommendation. 


266. The National Battlefields Commission. This Commission was established by 
The National Battlefields at Quebec Act, 1908, c.67, to acquire and preserve the historic 
battlefields at Quebec. The Commission consists of nine members, seven of whom are 
appointed by the Governor in Council and one each by the Provinces of Ontario and 


Quebec. 


At March 31, 1970 the proprietary equity of the Crown in the Commission was 
$1,660,000, comprising capital assets of $1,636,000 and working capital of $24,000. 


The following is a summary of the expense of the Commission for the past two years: 


Year ended March 31 


1970 1969 
Salaries, wages and employee benefits. ........... 0... ccc ecw cece eens $ 213,000 $ 231,000 
ROE RV ACOR Std ine 0 hile tialie? os RO PET LIT lets alae See ee Cee 31,000 30,000 
Rapairs ot roads, driveways and buildings. ...............0u0e-e8seeaee 28,000 10,000 
Ligntwnesnt, power, gasoline’angoll. oo Jel Die, BO. Vad a PAY 4 17,000 15,000 
Operating supplies and nursery stock yanencte tt, Be op ee as ee ead 10,000 12,000 
CCR SULREUY 5 os ANE PER De © o ont Kos ols na) eee sock a a os ered - 3,000 7,000 
Cee eee Sie ee eh ite Leek thie era dae, foie S. 19,000 17,000 

321,000 322,000 


OAV es Wiis Sav bas sea eRe os KO Ue Na cals aed s MGhoe odreatith eiiaba ls 16,000 13,000 


$ 337,000 $ 335,000 


The expense for the year was met to the extent of $335,000 from Indian Affairs and 
Northern Development Vote 45 and $2,000 from miscellaneous income. 


Funds contributed by provincial governments, municipalities and others, which may 
be used only for the acquisition of land with prior parliamentary approval, amounted 
with interest to $39,000 at March 31, 1970. There have been no transactions since 1938. 


267. National Capital Commission. This Commission was established by the Na- 
tional Capital Act, 1958, c.37, to succeed the Federal District Commission which had been 
established in 1927 as the successor to the Ottawa Improvement Commission formed in 
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1899. The objects of the Commission are “to prepare plans for and assist in the develop- 
ment, conservation and improvement of the National Capital Region in order that the 
nature and character of the seat of the Government of Canada may be in accordance with 
its national significance”. The Commission consists of 20 members from across Canada 
appointed by the Governor in Council. 


Subject to the control exercised by the Governor in Council, the Commission has 
wide powers including those relating to: acquisition and development of property; 
construction and maintenance of parks, roads, bridges, buildings and other works; under- 
taking joint projects with municipalities or making grants to municipalities; construc- 
tion and operation of concessions; and the administration of historic buildings and sites. 


At March 31, 1970 the Crown’s equity in the Commission was $174,690,000 repre- 
sented by capital assets at cost, $157,923,000, and working capital, $16,767,000. Excluded 
from these amounts is the value of properties expropriated but for which compensation 
had not been paid. This was estimated to be $8,000,000 at March 31, 1970, of which an 
estimated $500,000 will be reimbursed by the Bank of Canada under an agreement relat- 
ing to the acquisition by the Commission of a block of land adjacent to the Bank’s 
present holdings. 


The Commission’s activities are financed by annual parliamentary appropriations, 
by loans from Canada for the acquisition of property, by revenues from rentals, etc., and 
by sales of land acquired from the National Capital Fund. These sources provided net 
funds totalling $27,293,000 in 1969-70, bringing to $38,458,000 the funds available to 
the Commission as follows: 


Balance in. National Capital Fund! April 141969. sv cdhaciilz'oam . denon sage See Guisiclods $ 9,168,000 
Unexpended. prior wear loans from Canada. oi, 205 du). siBhasach nds ai kind uae «eR 1,997,000 
11,165,000 
Parliamentary appropriation to the National Capital Fund.......... $ 13,800,000 
Less: Amount used to repay loans from Canada.................04- 3,798,000 
10,002,000 
Parliamentary appropriation for operation, maintenance, administra- 

Yon’ and interest-charges ss Fe PO. Pee es ve ee Ie NT PRN FEMI rN ee ee 10,247,000 
Loans from: Canada for thé acquisition of property... .....05 002 0. od5 ect ccustlenes 5,500,000 
ROVORURS, SK em 5 ee ale Hae . PRCT ee, Se. Sh PT et 1,314,000 
Sales of land acquired from the National Capital Fund.......................c00ee 230,000 

27 , 293 ,000 
$ 38,458,000 


Expenditures were $22,062,000 leaving a balance available for future expenditure 
of $16,396,000 at March 31, 1970, comprising $13,528,000 in the National Capital Fund 
and $2,868,000 in unexpended loans from Canada. At March 31, 1970 the Commission 
also had parliamentary authority to borrow a further $4,000,000 for property acquisitions 
in the Greenbelt, being the difference between the total amount of $43,300,000 authorized 


{| 
i} 
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by Parliament for this purpose and the $39,300,000 borrowed by the Commission. The 
following is a summary of expenditures for the past two years: 


Year ended March 31 


1970 1969 


Operating expenditure— 
Operation and maintenance of parks, parkways, government 

Sasundareteuie.? oie. toliie.) aruogks. Git. ari! $ 4,557,000 $ 4,448,000 
Interest charges on loans from Canada.................0000 00 3,448,000 3,831,000 
Maintenance and rehabilitation projects and assistance to muni- 

PI AItion) Wire oe, Vins 1. Ta dread fod ae bent en 2,990,000 2,132,000 
Benne eye ACnMistration,y ses ache. flee. AES OF 2,501,000 1,872,000 
SapaItie NOI OE GARCS flare hy es eed eo ae ee ee ee onus 585 , 000 820,000 

14,081,000 13,103,000 

Capital expenditure— 

BEOMOTENEAOGITINEIODS y\s oho iic:.'. Yds «£30 G Ly eka hale ule « eR eae S 4,935,000 3,466,000 
Improvements to land and buildings......................008. 1,307 , 000 1,221,000 
CALUWAVA: © COPE: CAs rary RE « Pay bhied been - LM Reem pombe: 1,020,000 834,000 
Operating and office equipment. ..45 2.0.14 0.004 45 A i 470,000 163 , 000 
era wish CM Mile, tril arsl. ey. cid IRE atees 249 ,000 423 ,000 
7,981,000 6,107,000 


$ 22,062,000 $ 19,210,000 


The increase of $858,000 in costs of maintenance and rehabilitation projects and 
assistance to municipalities, etc., financed out of the National Capital Fund, is more than 
accounted for by expenditures of $1,190,000 for repairs to the Champlain Bridge, Ottawa, 
which had no counterpart last year. Planning and administration costs increased by 
$629,000 due largely to salary increases granted during the year. 


Three items which had no counterpart last year more than accounted for the increase 
of $1,874,000 in capital expenditure. These items were: the cost of property acquisitions 
in downtown Hull, $2,187,000; improvements to the Transportation Building, Ottawa, 
which now serves as Commission headquarters, $451,000; and cost of new furniture for 
the headquarters building, $206,000. 


During the year the major portion of property acquisitions continued to be financed 
by loans from Canada, and outstanding loans at March 31, 1970 totalled $67,128,000 
compared with $65,876,000 at the end of the preceding year. This financing procedure, 
which is further dealt with in paragraph 210 of this Report, was considered by the Public 
Accounts Committee (see Appendix 1, items 7 and 22) and has been modified with effect 
from April 1, 1970. Loans are now to be authorized only for the acquisition and develop- 
ment of properties which are to be sold to other users, thereby enabling the Commission to 


make repayment, and for acquisitions of Greenbelt properties. Parliamentary appropria- 
tions will continue to be required for interest charges and for the repayment of earlier 


loans which were used to purchase property not intended for sale. 
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Paragraphs 81 to 85 in the “Comments on Expenditure and Revenue Transactions” 
section of this Report deal with several matters noted in the course of our examination of 
the financial transactions of the Commission. 


268. National Harbours Board. This Board, which has its head office in Ottawa, was 
established in 1936 by the National Harbours Board Act, R.S., c.187, and has jurisdiction 
over the harbours of St. John’s, Halifax, Saint John, Belledune, Chicoutimi, Quebec, 
Trois-Riviéres, Montreal (including the Jacques Cartier and Champlain Bridges), Chur- 
chill and Vancouver, together with grain elevators at Prescott and Port Colborne. 


The Crown’s equity in the Board at December 31, 1969 was $512,967,000 comprising: 
equity represented by the cost of assets transferred to the Board on. its establishment and 
subsequently, $74,641,000; loans and advances, $388,763,000; interest in arrears on loans 
and advances, $138,558,000; advances for the acquisition of debentures of Saint John 
Harbour Bridge Authority including accrued interest, $16,330,000; and _ reserves, 
$11,621,000; less the accumulated deficit of $116,946,000. The Crown also had an equity 
of $10,612,000 in certain projects on the Board’s Montreal Harbour property relating to 
the Canadian Universal and International Exhibition, Montreal, 1967. 


The increase in capital assets during the year included $582,000 for the transfer of 
developed land from the Canadian Universal and International Exhibition, Montreal, 
1967, and $1,034,000 for the transfer of the Seaward Defence Base land and a building 
called H.M.C.S. Scotian in Halifax. 


The Board’s indebtedness to Canada for loans and advances increased by $8,019,000 
during the year while interest in arrears increased by $12,004,000. The loans and advances 
and the arrears of interest thereon have increased steadily in recent years as shown in the 
following table: 


Interest in 

arrears on 

Loans and loans and 

December 31 advances advances 
WO re cn is See eee een a $ 290,937,000 $ 64,786,000 
EQODI VPS PORN he Ree es 308 , 882 , 000 71,290,000 
DUGG cis 8 beh O+ cuted eer en Coeur 316, 787 ,000 78,559 , 000 
EOE i or on Ee hae 320,094,000 86 , 204, 000 
BOGE TT aPS.. OM Sire ees eee 323 , 212,000 93 , 285 ,000 
LUG6 FAA. Py Ae cee tee a 343 , 788 , 000 103 , 203 , 000 
1G67FOS BAKE JIG 7s. G04, FO, 4 365,643,000 114,561,000 
LOGS TU. BAY DE. i doe 0, 28 380, 744,000 126,554,000 
BGO ON, Sed IR EAs Oo Le Ee 388 , 763 , 000 138 , 558,000 


In previous Reports we have observed that there was little prospect of the Board 
being able to meet its principal and interest obligations and recommended that the 
financial structure of the Board be reconstituted. In February 1967 the Public Accounts 
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Committee, in its Twelfth Report 1966-67, commented as follows (see Appendix 1, 
item 32): 


The Committee is concerned that there appears to be little prospect of the Board being in a 
position to meet its principal and interest obligations and recommends that the financial 
structure of the Board be reconstituted. In this connection it was pleased to receive assur- 
ances that this matter will be dealt with by the Department of Finance and the Board within 
the next twelve months. 


The financial structure of the Board has not been reconstituted as the proposals made 
by the Department of Finance were not acceptable to the Board and counter proposals 
are under discussion. We are advised that further action on this matter was temporarily 
suspended because of overall studies being made of government policy with respect to 
harbours administration in Canada. Early in 1970 the Minister of Transport announced 
that the National Harbours Board will become part of the new “Canadian Marine 
Transportation Administration” created to “coordinate and develop all federal waterways 
and harbour services”. Within the organizational structure of this Administration, 
authorities based on self-financing are to be set up to manage components of the system, 
such as major harbour complexes. No time-table for the implementation of the change- 
Over was published. 


Vote L106b, Appropriation Act No. 7, 1967, 1967-68, c.8, authorized advances to the 
Board for the acquisition of debentures of the Saint John Harbour Bridge Authority. The 
debentures acquired amounted to $16,330,000 at December 31, 1969 including accrued 
interest of $1,654,000. They bear interest at rates of 644%, 776% and 73% and are to be 
redeemed between 1970 and 2020. 


Montreal Harbour is adjacent to the site of the 1967 World Exhibition and some of 
the Board’s properties were expanded to provide facilities to service the site. The larger 
projects involved the widening of MacKay Pier, the relocation of harbour railway tracks, 
the filling and grading of a parking lot, and the construction of a roadway which connects 
the University Street extension to the site and to the Champlain Bridge. These projects 
costing $11,194,000 were financed by parliamentary appropriations. Of this amount, 
property costing $582,000 was transferred to the control of the National Harbours Board 
in January 1969. Three parcels of land, comprising 9.8 million square feet, which were 
temporarily under the management and control of the Canadian Corporation for the 
1967 World Exhibition, were transferred in December 1969 to the management, charge 
and direction of Central Mortgage and Housing Corporation until December 31, 1970. 
At that date the lands are to revert to the administration, management and control of 
the Board and the final allocation of the assets arising from the expenditure of $11,194,000 
is to be made. 


Until revocation of tolls on June 1, 1962, the Jacques Cartier Bridge was operated 
under a tripartite agreement which required both the City of Montreal and the Province 
of Quebec to pay to the Board one-third of any annual deficit arising from the operation 
of the Bridge to a maximum of $150,000 each. Since 1944 the Province has refused to 
make the required contributions and at the end of 1949 its accumulated indebtedness 
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amounted to $744,000. From 1950 until revocation of tolls the Bridge did not incur an 
operating deficit and the accounts of the Board continue to show this amount as due 
from the Province. Prior to September 1966 the Board was unable to institute legal pro- 
ceedings against the Province without first obtaining a fiat from the Provincial Attorney 
General. In early 1967 the Board resubmitted its claim to the Province. In the same year 
the Board submitted the problem to a special committee of the Treasury Board Advisory 
Committee on Real Property but no solution was forthcoming. In August 1970 the Board 
reported to the Federal-Provincial Relations Secretariat of the Privy Council Office on 
several other problems in the Montreal-Longueuil area of Quebec but made no specific 
reference to this problem. (See also paragraph 57 of this Report.) 


The following is a summary of the operations of the National Harbours Board for 
the past two years: 


Year ended December 31 


1969 1968 
Income— 
BOLONINGe TACIILIES . Sos ec FO0GS 5 Bee Ca och gee sy ee ae Fs $ 4,906,000 $ 4,372,000 
Pts ACI es a a ee Cetus taken oe etait ais Pee cee okt 28, 185,000 28 , 428 , 000 
BEG ce Ch Ree ee ROL ee ee 7 ee eee eT 2,437,000 2,093 ,000 
Miseetianeout).. 4250: LA ee... 2a vee, Blige nate 2,190,000 1,852,000 
37,718,000 36,745,000 
Expense— 
Operation and maintenance: 
Hertuing Tacwtities.is as). Pec ie is eae ere $ 1,680,000 1,670,000 
Shore facilities, ¢)ovusae Dimes ei Hoes 9,319,000 10,227 ,000 
Bridwesstall. GW ay. ee. E.. 20. Gah 1,873,000 1,478,000 
SUD DOLE BOL VICES wos iia dee Cae ie oh a ian 8,063 , 000 8,974,000 
20 , 935,000 22,349,000 
Deprigiationies: amie: & dus Hmitaaeetencesy mets fern: dedods 7,609 ,000 7,135,000 
Grants in lieu of municipal taxes...... <dole « thi Tuaiateiiee allay 5 5,278,000 4,063 ,000 
Administration: 
Salaries of Board Members and executive 
ACen nT RE OMS Ne ae Re ee 157,000 144,000 
IJUNGPIEMIOTIOS! gg sn chaca emer eec cet ee 7 oe 2,721,000 1,829,000 
Contributions to employee pension plans. . 169,000 101,000 
Oiiee 6rGense 24. 2. ha. a Bo ed 1,323,000 927 ,000 
FV SCTE AIUI on. sa: os tas Bide aka ES las 248 , 000 171,000 
4,618,000 3,172,000 
38 , 440,000 36,719,000 
Hixpees Of exnemee OVOr ICONS. + yc55 eo een ce anne eee eee 722,000 (26 , 000) 
Interest expense— 
Interest on loans and advances from Canada.... 14,973,000 14,139,000 
Less: Interest received on investments........ 4,196,000 3,626,000 
10,777,000 10,513,000 


Soeaices $60 TR WORE wt on see a ain ware here ae Se en eee $ 11,499,000 $ 10,487,000 
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The new chart of accounts adopted by the Board effective January 1, 1969 made it 
difficult to restate 1968 figures in the current year’s format. However, the comparative 
statement of operations has the 1968 figures adjusted to the 1969 basis which permits an 
adequate if not exact comparison to be made. 


The increase in operating income of $973,000 was due largely to: an increase in the 
wharfage tariff effective November 1, 1968; an increase in harbour dues effective June 1, 
1969; the heavy influx of shipping during January to April, resulting from the longshore- 
men’s strike at East Coast United States ports; an increase in revenue from tolls on the 
Champlain Bridge; and an increase in miscellaneous income from support services, again 
due to the strike at East Coast United States ports and to longer stays while awaiting 
export cargoes. Offsetting these increases was a reduction in revenue from handling due 
to the discontinuation of handling operations at Vancouver in September 1968. 


Operation, maintenance and administration expenses increased by $1,721,000 or 
5% over the previous year. Contributing factors were: salary and wage rates; a general 
escalation in costs of supplies; grants to municipalities which increased, with the approval 
of the Governor in Council, from 87.5% to 100% of what would be payable if the Board 
were a normal municipal taxpayer; and depreciation. There was an offsetting reduction 
in handling charges at Vancouver due to the discontinuation of handling operations in 
September 1968. 


Paragraphs 113 to 118 and item 9 in paragraph 182 in the “Comments on Expen- 
diture and Revenue Transactions” section of this Report deal with several matters noted 
in the course of our examination of the financial transactions of the Board. 


269. Northern Canada Power Commission. This Commission, established in 1948 
under the Northern Canada Power Commission Act, R.S., c.196, consists of three mem- 
bers appointed by the Governor in Council. The objects of the Commission are to 
construct and operate electric power plants and other public utilities and to supply power 
and utilities to users in the Northwest Territories and the Yukon Territory and, with 
the approval of the Governor in Council, in any other part of Canada, The Commission, 
with its head office in Ottawa, operates nineteen power plants including a diesel generat- 
ing plant at Fort Good Hope, N.W.T., which became operative in November 1969, five 
heating plants, seven sewerage systems and seven water systems. 


The Crown’s equity in the Commission at March 31, 1970, comprised: 


Ee a wh 8 ts ch» Shy POLI EAD LATE ccna A Sea Wek ahh aes 2 ee eeben bs anes $ 45,310,000 
Cost of: 
Central heating, water and sewerage and fire alarm systems at Inuvik, N.W.T., 
financed by parliamentary appropriationS............. cece eee e cece ee eeeneee 8,301,000 
Extension, expansion and improvements of capital assets financed from earnings..... 999 ,000 
Reserve for contingencies. 6.0 orc ease cscs ceessesscsucotecsseeesssecasesues 2,625,000 
RetprnedsGArninige i. 5 its Xiah TG. a DEE RS AGES. Side ciwesas URN Eale Cis dels SP oats 1,732,000 


$ 58,967,000 
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The Commission also acts as agent for Canada in respect of loans of $184,939,000 
made to provincial power commissions under the Atlantic Provinces Power Development 
Act, 1957-68, .26. 


The following is a summary of the income and expense of the Commission for the 
past two years: 


Year ended March 31 


1970 1969 

Income— 

Baleinl Hower si. uses nae d Sal. ORei. ies alesene ae ee Seal $ 6,555,000 $ 5,047,0CO 
Income arising from construction, maintenance and operation of 

facilities for government departments and others............. 1,548,000 1,190,000 
pane. Gl MEAG why ey 5 2s h ptanie a ee eared as eas a ens oe 1, 228,000 1,044,000 
WiMGenaneGusT oer roe oe OS Og ee en et Me. eee et 319,000 260,000 
9,650,000 7,541,000 

Expense— 
Operation and, maintenance...) T). cia54 om ete. hea ree 5,457,000 4,341,000 
Interest On. aovanoes from CANSGa 4. oi i leu scons cee re ole ea be 1,557,000 1,447,000 
DICT So gunn otk Ce eR OO Cae eee en ae aoe 862 , 000 888 , 000 
UTERO LA CHE ac 540% dole Whe seta erate aie PA alec 6 Goa ele Gib dA eRe eee 581,000 512,000 
8,457,000 7.188 ,000 
BEGET SCONE hc 5 cau Once a cre ie pie aia Neen male ek Ld ie. ck ene ...$ 1,193,000 $ 353,000 


The increase of $1,508,000 in income from the sale of power is mainly attributed to 
the extension of a power line from Whitehorse to Faro, Y.T., increased demand for power 
required to service the Pine Point, Yellowknife and Inuvik communities in the North- 
west Territories, the operation for a complete year of plants at Baker Lake, Chesterfield 
Inlet and Norman Wells in the Northwest Territories and the commencement of opera- 
tion of the plant at Fort Good Hope in November 1969. The increase of $358,000 in 
income arising from construction, maintenance and operation of facilities for government 
departments and others is due mainly to construction of substations for Canadian Na- 
tional Telecommunications, and installation of additional sewerage facilities at Inuvik 
and Frobisher Bay. The increase of $184,000 in the sale of heat is largely attributed to 
the expansion of services provided at Frobisher Bay. 


The increase of $1,116,000 in operation and maintenance expense is mainly due to 
increases of $309,000 in salaries and wages, $308,000 in plant expense including improve- 
ments, $252,000 in fuel and lubricants, and $141,000 in materials and supplies. Activities 
at new plants, an increase in the number of employees, salary increments, and a general 
increase in price levels were the main contributing factors. 


Paragraphs 131, 182 and 133 in the “Comments on Expenditure and Revenue 
Transactions” section of this Report deal with several matters noted in the course of our 
examination of the financial transactions of the Commission. 
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270. Northern Transportation Company Limited and subsidiary company. Northern 
Transportation Company Limited, a wholly-owned subsidiary of Eldorado Nuclear 
Limited, was incorporated in 1947 under the provisions of the Canada Corporations Act, 
R.S., c.68, to take over the business of a predecessor company whose shares had been 
acquired when the capital stock of a privately-owned company was expropriated by the 
Crown in 1944. In 1965 the Company acquired the capital stock of Yellowknife Trans- 
portation Company Limited, Arctic Shipping Limited and Decury Supply Limited and 
their operations have been integrated with those of the parent. During the year Arctic 
Shipping Limited and Decury Supply Limited were dissolved and struck off the Register 
of Companies. 


The Company is empowered to carry on a general transportation business by land 
and water throughout Canada and elsewhere, but activities have been almost wholly 
confined to the Mackenzie River system and the Western Arctic. The head office of the 
Company is in Ottawa and administrative headquarters are in Edmonton. 


The equity of Eldorado Nuclear Limited in the Company at December 31, 1969 
was $9,017,000 comprising capital stock of $152,000, a reserve for insurance of $500,000, 
contributed surplus of $1,004,000, and retained earnings of $7,361,000. 


The reserve for insurance is fully funded in short-term deposits. Its purpose is to 
provide for the replacement of any assets destroyed by fire, explosion or other catas- 
trophe. Notwithstanding the increase in the net book value of assets from $6,236,000 at 
December 31, 1966 to $16,230,000 at December 31, 1969, the reserve has remained constant 
in the amount of $500,000. However, the Company carries commercial insurance totalling 
$2,900,000. 

Under the provisions of “An Act to amend the Income Tax Act and to repeal the 
Canadian Vessel Construction Assistance Act”, 1966-67, c.91, an owner of a vessel, at the 
time of its disposal, may deposit with the Department of Industry, Trade and Commerce 
an amount at least equal to the tax that would otherwise be payable in respect of the 
proceeds of disposition. Such a deposit may be paid out to any person who, before 1974, 
acquires a vessel constructed in Canada or incurs conversion costs in Canada with respect 
to a vessel, under conditions satisfactory to the Minister of Industry, Trade and Com- 
merce. During the year the Company acquired three such deposits in connection with 
the construction by the Company of three tugs and twenty-four barges. These deposits 
totalled $3,798,000 of which $2,716,000 was remitted to the original depositors, $73,000 
was paid to brokers for negotiating the transactions, $5,000 was disbursed as legal fees, 
and the balance of $1,004,000 was recorded by the Company as contributed surplus. 


Loans aggregating $11,000,000 were provided for by Vote L70 in 1968-69, Appropria- 
tion Act No. 4, 1968, 1968-69, c.11, and Vote L90 in 1969-70, Appropriation Act No. 3, 
1969, 1968-69, c.36, to finance the acquisition of transportation facilities for use on the 
Mackenzie River and Central Arctic Coast. During the year the Company borrowed 
$10,000,000 at interest rates ranging from 74% to 73% and repaid $1,000,000. Of the 
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loans outstanding at the year-end, $2,000,000 is repayable within one year and is in- 
cluded, together with accrued interest of $141,000, as a current liability. The remaining 
$7,000,000 is repayable in the years 1971 to 1974. 
The following is a summary of the results of the Company’s operations for the past 
two years: 
Year ended December 31 


1969 1968 
Income— 
Ce CARH, he ae Wie ae ahaa ool acon Di emes Bere $ 8,492,000 $ 5,477,000 
Expense— 
Operation and maintenance: 
DaAlghiGd ai) WALER cUNe. % Walid WI: sks Shela aaa a ah et te 2,600,000 1,894,000 
TIC OTOCIOGIONL 5.5. Sirus W's 5's GIN as sive’ eG Wi a PR ON eee Sa 2,128,000 889 ,000 
Repairs atid maintetianesR AN Lea ODER 1,226,000 890,000 
Pues and tubrieante ss tik ste gins ee ea oe ae ere 465 , 000 307 , 000 
Messing +... . Larue. Fi... Ged, CRP aaa, .. RL 144,000 135 ,000 
CRE OUS fo six oh a he sia wiettielasy ae CEOS Ae a ik Pl 457 ,000 303 , 000 
7,020 ,000 4,418,000 
PMC Oaecree GT, oy cic <aionl ls Me accent e aunts sree eines Geet 579,000 521,000 
7,599 ,000 4,939,000 
Net income from operations.) .4ULE4 Pade. 0s 208. Ak SeeeIas 893 , 000 538 , 000 
TURNERS LARUE COS i iit a ch pemaeg «ats oc acc cies Eo ince alates dl 82,000 (150,000) 
975, 000 388 , 000 
Interest on foans from Canada ii ioe deo cals neg neds need bee eae ok 468 , 000 — 
507 , 000 388 , 000 
PPOwIIOD FOV IDCHING UOT ao kis. i ee cs Nee ce ae eee ee 251,000 194,000 
Netinotmezns si cte cala aolicset Boge eee 45 ear ale $ 256,000 $ 194,000 


Freight earnings increased by $3,015,000 due to an additional 62,000 tons hauled 
along the Mackenzie River to Arctic areas. Much of the increased tonnage consisted of 
oil drilling and exploration equipment as a result of increasing oil exploration in these 
areas. 


The increase of $706,000 in salaries and wages was due mainly to higher wage rates, 
a larger work force to handle the additional tonnage hauled, and a shipping season that 
was ten days longer than in the previous year. 

Depreciation increased by $1,239,000 to $2,128,000. The increase reflects the depre- 
ciation charged on capital expenditure of $11,934,000 in 1969 and a full year’s deprecia- 
tion of $108,000 in 1969 on assets acquired in 1968 but not depreciated in that year as 
they were not used prior to the 1969 shipping season. 


The increase of $336,000 in repairs and maintenance resulted mainly from abnormal 
damage to marine equipment due to the Mackenzie River being at its lowest level in: 
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thirty-five years. Additional expenses were also incurred to bring some of the stand-by 
equipment used during the year to seaworthy standards. 


Fuel and lubricant costs increased by $158,000 because of the additional freight 
hauled. 


Miscellaneous income consisted of $77,000 for interest on investment of surplus 
working capital in short-term deposits, an increase of $29,000 over the previous year, and 
a gain on disposal of capital assets, $5,000. In the previous year a loss of $198,000 was 
experienced on the disposal of capital assets. 


271. Polymer Corporation Limited and subsidiary companies. Polymer Corporation 
Limited was incorporated in 1942 under the Canada Corporations Act, R.S., c.53, pur- 
suant to the provisions of section 6 of the Department of Munitions and Supply Act, 
1939, c.3, for the purpose of producing synthetic rubbers and chemicals. The head office 
of the Company is in Sarnia, Ont. 


During the year the Company acquired a 43% interest in Silmex S.A. de C.V., 
Mexico, and incorporated two wholly-owned subsidiaries, Polysar Handelmaatschappij, 
N.V., the Netherlands, and Polysar Skandinaviska, A.B., Sweden. The accounts of these 
subsidiaries will be consolidated in the year ended December 31, 1970. By a proclamation 
of May 15, 1969 pursuant to the provisions of the Government Companies Operation 
Act, R.S., c.183, the Company ceased to be an agent of Her Majesty. 


At December 31, 1969 the Company had thirteen wholly-owned subsidiaries: three 
in Switzerland, two each in the Netherlands and Canada and one each in Britain, Bel- 
gium, Italy, Mexico, Sweden and the United States. The Company also held a 95% 
equity in two subsidiaries in France and was a minority shareholder in companies in 
Mexico and South Africa in which it had invested $6,507,000. Except to the extent of 
dividends received, no provision has been made in the accounts for the profits or losses 
of companies in which the Company is a minority shareholder. 


The equity of the Crown in Polymer Corporation Limited and its subsidiary com- 
panies at December 31, 1969 amounted to $113,748,000, comprising capital stock of 
$30,000,000 and retained earnings of $83,748,000. Dividends of $6,000,000 paid to the 
Receiver General in 1969 were $3,000,000 greater than in 1968. 


Net additions to fixed assets amounted to $8,939,000. Major expenditures included 
the conversion to gas of the steam and power plant at Sarnia, additional styrene- 
butadiene rubber capacity at Strasbourg, France, completion of a new isobutylene plant 
at Antwerp, Belgium, as well as replacements and improvements to existing production 


facilities. 

Long-term liabilities totalled $38,339,000 at the year-end. Of this amount $17,008,000 
is payable in Canadian currency and the balance in foreign currencies as follows: F. fr. 
31,125,000 ($6,854,000), B. fr. 519,750,000 ($11,237,000) and US $3,000,000 ($3,240,000). 
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_ The following is a summary of the operations of the Company and its subsidiaries 
for the past two years: 


Year ended December 31 
1969 1968 
Income— 
Saled....7 08s ~ Liven ¢ oS eT ERT eT Cee on eRe a nT eee eee $ 155,718,000 $ 142,101,000 
Other orb RY Be Pe ee AE A ees tee 4,252,000 1,800,000 
159,970,000 143 ,901,00C 
Expense— 
Cost diisaleas: . actesss oenerial Y. abuse cud) ab lees. OAD 123 , 429 , 000 117,431,000 
Selling, administration and research.............ceeeeeeeeeee 17,199,000 15,692,000 
140,628,000 133,123,000 
Net income before provision for income tax and extraordinary items.. 19,342,000 10,778,000 
Provision for income tax. 424 N02. AS ian ot DORR, VER 5,540,000 2,621,000 
extraordinary items F882. 4. . BCR... a er — 1,199,000 
5,640,000 3,820,000 
13 , 802 ,000 6,958,000 
Adjustment re minority shareholders...............0eeceeeeeees 21,000 80,000 
TRE WROOINO cn Fa Hs e's 4 Oe HERS Ole cine Ale e elate woah wath Mie ete oie ete $ 13,823,000 $ 7,038,000 


The increase of $6,785,000 in net income resulted from record sales and continued 
improvement in cost performance. 


272. Royal Canadian Mint. Section 72 of the Government Organization Act, 1969, 
1968-69, c.28, incorporated the Royal Canadian Mint effective April 1, 1969 with the 
objects of minting coins in anticipation of profit and carrying out other related activ- 
ities. The Board of Directors of the Mint consists of a Chairman, the Master of the Mint 
and five other directors. Formerly, the Mint operated under Part II of the Currency, 
Mint and Exchange Fund Act, R.S., c. 315, (see paragraph 304 of our 1969 Report). 


The Crown’s equity in the Mint at December 31, 1969 was $4,224,000 consisting of 
working capital of $4,150,000 and equipment of $74,000. The main equipment of the 
Mint is rented from the Department of Finance. 


The following is a summary of the results of operations for the nine months ended 
December 31, 1969: 


Income— 
ee ee MN 8 tie a diet ane wag ou kin i a wie eee Sie eee $ 7,124,000 
RSANING CHALPOR... csc cecvcccvcaWeccevacctcesueecedeoRen Teens UtacT teen Teetn 362,000 


7,486 ,000 
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Expense— 
Peahetiminsand models sldidrsacxp. ture ircgl. Daoss meee arenes hove ane cal}. ok $ 4,207,000 
puaries, wages and émployee benefits........ 0... <i ossseheecccete ths nua cw¥ee 1,774,000 
Pere aut UDO Nb TONGA. 6 4 aoe ot Giertg wlan choo Faw oe ein 1s db ew Po cad bueee 331,000 
Bos oe ot OE 0) Eo anal agile sa I «Prete ines i 6 oe fe onemeteainn Veh tat eiy: BO Sy badlak. 245 ,000 
IE ALTE OE Titec. BIL Fume OER tlh, ete £4, Mee Pays eu 144,000 
Litem Onmcane 5. oc: . oi, .-FISTIBLOORS io pee. dani Aa ree 109 ,000 
paaeporpaHon 2bd Communications. p25. 465i. eee eee cc de eee ee 49,000 
aE A OMTEEE AILA TLC B UB ree Ce ge sey eee es 9 (hale eal is in. 6'¢ iv indee & ae nae & es 17,000 
Me ae ee pk et ik ne One EE Paras tr cakes Tne ee Lee 23 , 000 
6,899 ,000 
Ree erent Ties VOT OXDONSE Fano sie so Weis ens Oi ek eas ecgd © abag te FAIR ET DO ek ane $ 587,000 


Operating costs do not include the cost of cheque issue and payroll services provided 
by the Department of Supply and Services which have not been determined by that De- 
partment. These costs should be borne by the Mint in line with the general policy that 
Crown corporations pay for such services. 

The following inventories were held on behalf of the Department of Finance at 
December 31, 1969: coin, $14,224,000 (face value); gold bullion, $7,517,000; and silver 
bullion, $1,149,000. The Mint also held for safekeeping gold bullion valued at $2,072,000 
which was owned by others. 

Section 20 of the Currency, Mint and Exchange Fund Act, which required that “the 
Auditor General shall, at least once in each year, inspect the store of bullion and coin at 
the Mint”, was repealed with effect from April 1, 1969. Section 93(2) of the Government 
Organization Act, 1969 provides that: 


The Auditor General shall inspect the inventories of stores and metals of the Mint 
at least once in each year. 


As is pointed out in paragraph 306 of this Report, because the store of bullion and coin 


_ remains the property of the Department of Finance, there is now no statutory require- 
_ ment that it be inspected by the Auditor General “at least once in each year’. Such 


counts will be made from time to time as part of our regular audit of the Department of 
_ Finance but there will not necessarily be a complete annual inspection of the store of 
bullion and coin unless Parliament or the Public Accounts Committee indicates a desire 
_ that this be done. 


273. The St. Lawrence Seaway Authority. Established by the St. Lawrence Seaway 


| Authority Act, R.S., c.242, the Authority maintains and operates the Canadian section of 
_ the 27-foot deep waterway between the Port of Montreal and Lake Erie, comprising the 
~ Montreal—Lake Ontario Section and the Welland Canal. The section of the Seaway in 


the United States is operated by the Saint Lawrence Seaway Development Corporation. 


Toll revenues derived from the operation of the Montreal—Lake Ontario Section are 
divided between the two Seaway entities in accordance with an agreement approved by 
the Governments of Canada and the United States. 
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The Authority also operates non-toll canals at Lachine, Que., Cornwall, Ont., and 
Sault Ste. Marie, Ont., the net operating cost being provided for by annual parliamentary 
appropriations. 

The Authority is a corporation consisting of a president and two other members 
appointed by the Governor in Council. Its head office is at Ottawa, with operating head- 
quarters at Cornwall, Ont., and regional headquarters at St. Lambert, Que., and St. 
Catharines, Ont. 

The Crown’s equity in the Authority at December 31, 1969 was $612,285,000 com- 
prising capital assets transferred from the Department of Transport (Welland Canal), 
$130,255,000, loans, $474,450,000, deferred interest, $71,919,000; less accumulated deficit, 
$64,339,000. 

The overall operating results of the Authority in respect of the Montreal—Lake 
Ontario and of the Welland Sections of the Seaway for the past two years are as follows: 


Year ended December 31 
1969 1968 
Income— 
SYS ae ee Ceo EOE: ae WR | Gee Se AERO EROR,: SA gay ese eee aE oe $ 18,139,000 $ 19,897,000 
The Seaway International Bridge Corporation, Ltd.—net income. . 216,000 162,000 
CPnee iS PSN AES I LOE, Pete i eee ees 2,246 , 000 1,992,000 
20,601 , 000 22,051,000 
Expense— 
Operationfand maintetiarioad:. 2 ui. 2a, QA ATi ee 11,930,000 11,805,000 
[COTE Nas see Be SR aOR Mee SROCRNE a AONE Se AR A Rye. SRR em 2,759,000 2, 582 , 000 
Heacauarvars Cee se AOR a sila 5 sem 3 snie cyy's arly aa 0) be Pte tye 2,756,000 2,403 , 000 
Construction tranely ee. Ae 26 es wh, SEP A PAY, 2,327 ,000 2,224,000 
Regional admitiistrations 11h) cs tisid denne vite ee RRR ae 1,848,000 1,645,000 
21,620,000 20,659 , 000 
Portion allocated to: 
OPS TASER ee ee. Poe ee Ba crm es fate meee saan ears ee 3,506,000 3,424,000 
Nor-toleanale? sso iG Prete igi BO ta ee 570,000 492 ,000 
4,076,000 3,916,000 
17,544,000 16,743,000 
Net operating income before providing for interest and for replacement 
of machiitry) and equipment? Aisi ie. SUM Lee ao 3,057,000 5,308 , 000 
Interest: on loans Froui Canada. 25, Cree. ae. Bn Gn een. 18,599,000 17,919,000 
Provision for replacement of machinery and equipment............. 973 ,000 926,000 
interesy on clamme yy. SU ON ae a Sha eek oe ee oie ane 46 ,000 a= 
19,618,000 18,845,000 
Nebelonasz)! LG «ci iiceat O55.) « RE Lage Se ee es CE $ 16,561,000 $ 13,537,000 


The following summary shows the operating results of the Montreal—Lake Ontario 
Section for the year compared with the preceding year together with the cumulative 
operating results from the opening of the Seaway in 1959: 


— en 
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Year ended December 31 
—_- Cumulative to 
1969 1968 December 31, 1969 
Income— 
CE AMET aa fene M ee oot, toe. ches ches $ 15,636,000 $ 18,141,000 $ 138,432,000 
CMpatincomer.o. 02 wil aigiirepcesds legs’ 1,212,000 1,207,000 6,904,000 
16,848 ,000 19,348,000 145,336,000 
Expenses of operation, maintenance and admin- 
dperauineess (A) re, PE, SANTO G 6,715,000 5,771,000 40,337 ,000 
Net operating income...............cecececcees 10,133,000 13,577,000 104,999 ,000 
TUT ODOSEBOU NGOS 05. 2 BE ohh, wercdnaile.d edch vamcks 17,743,000 17, 206 , 000 159 ,099 ,000 
Ree MA SARTO yc ck Ee ole swe ee ake ee 46 ,000 — 491,000 
Provision for replacement of machinery and equip- 
i Pete 8 he, Mans 973,000 926 ,000 9,568,000 
NMR URACIL CE cnc Fink ns ous sos nee oc oe voles — — 180,000 
18,762,000 18,132,000 169 , 338,000 
LO RIESE OE: OE ee a ee eee ae $ 8,629,000 $ 4,555,000 $ 64,339,000 


The decrease of $2,505,000 in tolls is due to a decrease in Seaway tonnage to 53 
million tons from 58 million. tons in 1968. 


Section 16 of the St. Lawrence Seaway Authority Act requires that the tolls provide 
revenues sufficient to defray the cost of operations including provision for repayment of 
the capital indebtedness. The foregoing summary of operating results shows that since 
the opening of the Seaway in 1959 a deficit of $64 million has accumulated without any 
provision for repayment of the capital indebtedness of $332 million which the Act re- 
quires be met from earnings by December 31, 2009. If this obligation is to be met, toll 
revenues over the 40 years from 1970 to 2009 must average over $26 million annually on 
the basis of 1969 costs. The toll revenues for 1969 were $10 million short of meeting this 
requirement. 


The operating results of the Welland Section of the Seaway for the past two years 
are as follows: 


Year ended December 31 


1969 1968 
Expense of operation, maintenance and administration.............. $ 10,829,000 $ 10,972,000 
Income— 
LE OOOS oy its aaa gee a ai aan, mre Sakae! Pn, Seopebulliny are 2,502,000 1,756,000 
von basso hariago, 606! APA aA AR, SRG 1,251,000 947 ,000 
3,753,000 2,703 ,000 
Nol onarasiig tages. 68 ie ateen De oth erent Pc aPE LSE ia ctaeind ee 7,076,000 8 , 269 , 000 


TH LETOrt PAR IOGOR YS Wis AAC. TED Cae lo e+ WR ks CLE Se Ors teens 856 , 000 713,000 


Deficit provided for by Transport Vote 90..................ee seen $ 7,932,000 $ 8,982,000 
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With the opening of the Seaway in 1959 the operation and management of the 
Welland Canal became a responsibility of The St. Lawrence Seaway Authority. Tolls 
were suspended in 1962 and the annual operating deficits since 1959, totalling $70,- 
445,000 to December 31, 1969, have been recovered from parliamentary appropriations. 
In 1967 a lockage fee of $20 a lock was introduced increasing by $20 a year to reach $100 
a lock in 1971. 


An agreement made in 1959 between the Authority and the Saint Lawrence Seaway 
Development Corporation established a joint tariff of tolls for the Seaway. The agree- 
ment provided that the division of tolls from the operation of the Montreal—Lake 
Ontario Section would be initially 71% to the Authority and 29% to the Corporation, 
and that these percentages would be adjusted from time to time so that the Authority 
and the Corporation would receive a portion of the tolls in the ratio of their respective 
annual charges for operation, maintenance, interest and retirement of debt to their com- 
bined annual charges in respect of that portion of the Seaway. 


In March 1967 the Governments of Canada and the United States agreed to con- 
tinue the existing schedule of tolls for the Montreal—Lake Ontario Section, to divide 
tolls on the basis of 73% to the Authority and 27% to the Corporation, and that the suf- 
ficiency and division of tolls might, at the request of either entity, be reviewed at the end 
of the 1970 navigation season, with a view to any necessary adjustment in accordance 
_ with the provisions of the 1959 agreement. 


The original conditions under which loans were made to the Authority for the 
Montreal—Lake Ontario Section of the Seaway under section 25 of the Act required the 
payment of interest only, in the first three full years of operation (through the year 
ended December 31, 1962), and thereafter payment of annual amounts sufficient to 
amortize all loans and interest thereon over a period of forty-seven years (or by De- 
cember 31, 2009). The terms of the Authority’s financing arrangements were amended in 
1961, 1963, 1964, 1967 and again in 1968 and now provide that loans in respect of the 
Montreal—Lake Ontario Section of the Seaway, together with interest, are to be repaid 
in such amounts each year as the cumulative net profits of the Montreal—Lake Ontario 
Section, before amortization of the loan principal, will permit. Unpaid interest bears 
interest until paid and the principal and interest are to be fully paid on or before De- 
cember 31, 2009. At December 31, 1969, loans in respect of the Montreal—Lake Ontario 
Section amounted to $332,500,000 and unpaid interest to $66,521,000. 


For the Welland Section, loans to finance improvements totalled $141,950,000 
of which $72,500,000 is interest-free and the balance of $69,450,000 provided since 
September 22, 1966 bears interest, of which $5,398,000 was outstanding at De- 
cember 31, 1969. Interest on all loans subsequent to September 22, 1966 is to be accrued 
in the accounts but is not to be paid until December 31 of the year in which the 
Minister of Transport determines that the Welland Canal twinning project is com- 
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pleted, at which time the terms of principal repayment for the loans are to be 
determined by the Governor in Council. 


The costs of operating and maintaining the canals and works under the admin- 
istration of the Authority are defined in section 16 of the St. Lawrence Seaway Authority 
Act as including all operating costs of the Authority and such reserves as may be ap- 
proved by the Minister, together with loan interest and amortization of loan principal. 
The Authority is of the opinion that it is not necessary to include depreciation as an 
element of operating and maintenance cost and that the amortization over the fifty-year 
period of the principal of the amounts borrowed together with the interest meets the 
requirements of this section. Accordingly, no provision for depreciation has been included 
in the costs of the year. It is important to note, however, that no amortization of prin- 


cipal has been made up to December 31, 1969, and while interest has been accrued an- 


nually, payment of a substantial portion thereof has been deferred. 


As in. previous years, provision was made for replacement of lock, bridge and build- 
ing machinery and equipment of the Montreal—Lake Ontario Section. The provision for 
1969 amounted to $973,000 and the accumulated provision to December 31, 1969 


amounted to $9,158,000. As in prior years, no provision was made in 1969 for replace- 


ne en ae 


ment of machinery and equipment for the Welland Section. 


The following matters have been outstanding for some years: 


(a) In 1956 an arrangement was made between the Authority and three municipalities 
whereby the municipalities would contribute $250,000 towards the cost of extend- 
ing the collector sewer which was then being constructed as the main part of the 
Authority’s South Shore remedial works. In 1961 two of the three municipalities. 
passed official resolutions to accept the 1956 proposal and to share in the $250,000 
contribution. The sewer extension was completed in 1963 at a cost of $480,000 and 
the municipalities were billed in February 1964 for their contribution. No payment 
has been received by the Authority from the municipalities, two of which are said 
to be under trusteeship of the Province of Quebec because of financial difficulties. 
During 1966 the Department of Justice, on behalf of the Authority, appointed an 
agent to take legal proceedings. On September 18, 1970 details of the matter were 
conveyed to the Federal-Provincial Relations Secretariat of the Privy Council 
Office. 


(b) The Beauharnois Canal, constructed by the Beauharnois Light, Heat and Power 
Company, was conveyed to the Crown in 1932 with the Company, which has 
since been taken over by the Quebec Hydro-Electric Commission, retaining the 
responsibility for certain operating and maintenance expenses of the Canal. The 
Canal became part of the St. Lawrence Seaway in 1959. The Authority has not been 
reimbursed its maintenance expenses on the Canal since 1962 as the Commission 
takes the stand that it is not responsible for these costs because of provincial 
legislation passed in 1962 which dissolved the Beauharnois Light, Heat and Power 
Company. Settlement of the issue continues to rest with the federal and provinciak 
governments. 
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The following table summarizes for the past two years the expense, income and 
capital expenditure relating to the non-toll canals operated or administered by the 
Authority: 

Year ended December 31 


1969 1968 
Expense— 
Operation and maintenance: 44d 2. Ae. Oe eee es $ 1,746,000 $ 1,777,000 
Granite ini laut of (IGS) BOs ko util en hostile hale eis debian’ 554,000 505 , 000 
Portion of Authority’s administration and engineering expenses 
applicable tO MOD-tOl CANAIS? J Fis sss. ek eas Cocks wea ey ees 570,000 492,000 
Tyrterbetc ifs te’. cs BRA Urea wee. GME Ase — 31,000 
2,870,000 2,805,000 
Ineonie tront TOtthis. WilktlaiG, Oile.. os «cs cunsee he Urea careers ns ce 667 , 000 656 , 0CO 
AULA (e155) Oa Rg a ARN NT, eT SNe rung © MORI pe 2,203 ,000 2,149,000 
SAREE EY wid ise fa cin gnaw a CTA dies ae eee eae Ue CR Lee gee 22,000 97 ,000 
Operating deficit and capital expenditure...................0 eee eee $ 2,225,000 $ 2,246,000 
Operating deficit and capital expenditure provided for by— 
‘SIBDSDGTE VOURBS DEI GODS U uo cepaueainoeins 6s seh sa rck any anix o% $ 1,796,000 $ — 
‘Lransport. Mote 8) Of O68 =09. wa olds noeoednh odie ae eee beeen 429 ,000 1,777,000 
Traneport; Vote 80) of 196 (26852 Aer neh diet Jao tale, «a Ok a Se — 469 , 000 


$ 2,225,000 $ 2,246,000 


274. The Seaway International Bridge Corporation, Ltd. This Corporation was in- 
corporated in 1962 under the Canada Corporations Act, R.S., c.53, pursuant to section 
244 of the St. Lawrence Seaway Authority Act, R.S., c.242, as a subsidiary of The St. 
Lawrence Seaway Authority to operate and manage the international toll bridge between 
Cornwall, Ont. and Rooseveltown, N.Y. The bridge is jointly owned by The St. Lawrence 
Seaway Authority and the Saint Lawrence Seaway Development Corporation (a United 
States Government corporation). The Authority’s interest is represented by capital stock 
of $8,000 and promissory notes for $17,000 and the Corporation’s interest by debentures 
of $8,000 and promissory notes for $17,000. Each entity has four representatives on the 
Board of Directors. 


Under the terms of the bridge operating agreement between the Authority 
and the Corporation, the annual net income from operation of the bridge system is 
to be first applied towards the amortization of the cost, including interest, of the 
North Channel Bridge and the remainder, if any, divided equally between the Seaway 
entities. 
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The following is a summary of the operations of The Seaway International Bridge 
Corporation, Ltd. for the past two years: 


Year ended December 31 


| 1969 1968 


| Income— 

Ns JON ee oy rts oe he rere sinter een oe eee Tres $ 483,000 $ 448,000 
OLIV Peo Soe LU ROo Pree res « BOOTED TOE Ba 21,000 18,000 
504,000 466 ,000 

Expense— 
Salaries, wages and employee benefits............... ccc eee ececeeee 211,000 169,000 
PRMD UeIal LOXON. hss oe kes ose deme eee se nes sees 17,000 15,000 
Maintenance materials and serviceS............2 0. cece cece cececees 16,000 12,000 
Rental of toll collection machines................0cccceeeeceeeeees 13,000 13,000 
MCCOY ta bei dein on cdowrutiiw, bites a al med» se» Dee aera 12,000 11,000 
EE ae ene tn. Se Se Oe MAL aN aor ee PON. or: 19,000 84,000 
288 , 000 304,000 
Net income—transferred to The St. Lawrence Seaway Authority.......... $ 216,000 $ 162,000 


The amount of $216,000 was transferred to The St. Lawrence Seaway Authority to 
be applied towards the amortization of the cost, including interest, of the North Channel 
Bridge. As this amount was insufficient to cover even the interest charges of $521,000 for 
the year, the unamortized balance increased by $305,000 from $10,395,000 at December 
31, 1968 to $10,700,000 at December 31, 1969. 
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Departmental Operating Activities 


275. In previous Reports (paragraph 288 in 1969) we commented on the inade- | 


quacies of existing information on departmental operating activities and recommended 
the development of more informative financial statements covering these activities as 
an aid to effective management. The Financial Administration Act does not provide 
statutory direction to departments and non-corporate agencies for the preparation of 
financial statements on trading and servicing operations, but a number of departments 
and agencies prepare such statements and some of these are examined by the Audit Office. 


To provide Parliament with a clear understanding of the financial results of depart- 
mental operating activities, we have advocated the publication in the Public Accounts of 
appropriate financial statements showing the overall results of operations by departments 
and non-corporate agencies engaged in trading and servicing activities. Such statements 
should be on an accrual basis and include depreciation charges on buildings and equip- 
ment, interest on funds employed and the value of services provided without charge by 
other government departments. The operating results shown by the statements should 
be reconciled with those recorded on a cash basis. Each balance sheet, which the Audit 
Office would be prepared to examine and report on, should show clearly the year-end 
position of the activity. 


This view is supported by the Public Accounts Committee which in its Fourth 
Report 1963 reiterated its belief that “it would be desirable, in order that Members 
may have a clear understanding of the true financial results of departmental trading 
and servicing activities, were overall financial statements reflecting these activities to be 
included in the Public Accounts provided that this can be done without undue cost or 
staff increases”. It requested the Auditor General “to continue to keep the development 
of this objective under close surveillance and to report thereon to the Committee in due 
course”. 


The Royal Commission on Government Organization in its report on Financial 
Management recommended that accounts of departments and agencies conducting trad- 
ing and servicing operations be maintained on an accrual basis to show clearly the costs 
of operations. The Commission also advocated greater use of revolving funds and ac- 
countable advances to encourage the use of business-type budgeting and production of 
meaningful operating statements to assist Parliament and aid management in the con- 
trol of its costs. 


In 1966 the Treasury Board issued a policy statement on the establishment and use 
of revolving funds and working capital advances and recommended that they be used to 
finance specific activities and programs. This has been superseded by circular letter No. 
1970-7, dated January 8, 1970, which sets out the regulations, effective April 1, 1970, which 
will govern the establishment and operation of revolving funds and working capital ad- 
vances, subject to any Act of Parliament. 
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The circular letter points out that the operations of revolving funds should be 
planned in such a manner that they will be self-sustaining with total costs to be provided 
for and recovered in the charges made for services rendered. These costs are to include 
not only direct outlays for salaries, materials and supplies but a provision for replace- 
ment of capital facilities, interest on outstanding capital advances and costs of common 
services provided by other agencies. 


The circular letter further stipulates that the accounting systems should be on an 
accrual basis whenever necessary. In addition to recording operating expenses and re- 
ceipts they must provide for cost accounting and other records which will permit the 
ready and regular production of manufacturing and trading statements and balance 
sheets equivalent to those which would normally be expected for similar operations in 
the private sector. At the end of each fiscal year a balance sheet, an operating statement 
and a statement of the disposition of the surplus or deficit are to be prepared for each 
revolving fund and working capital advance and submitted to the Auditor General for 
certification. This new directive is a further step towards the objectives which we have 
been advocating with the support of the Public Accounts Committee. 


Some progress has been made as is indicated by the statements of trading and servic- 
ing activities of a number of departments and agencies presented in the paragraphs which 
follow. 


276. Agricultural Products Board. This Board operates under the authority of the 
Agricultural Products Board Act, R.S., c.4, and consists of a chairman and two members 
appointed by the Governor in Council. The Act empowers the Board, under the direction 
of the Minister of Agriculture and subject to approval of the Governor in Council, to 
buy, sell, or import, and to store, transport or process agricultural products. The Agricul- 
tural Products Board Account was established in the Consolidated Revenue Fund in 
accordance with section 5 of the Act and all financial transactions of the Board are re- 
corded in this Account. The Board’s activities are administered by personnel of the De- 
partment of Agriculture and the members of the Board also serve on the Agricultural 
Stabilization Board. 

There were no inventories at March 31, 1970 and the Crown had no equity in the 
Account at that date. 


A summary of the results of operations for the past two years follows: 


Year ended March 31 


1970 1969 
Trading operations— 
Sales of whole egg powder and egg mélange..............-.e eee $ 518,000 $ 14,000 


Der TRIB ee Be og fo Ge eee bee eee ge arearh ate Wit we lew ae 595 , 000 15,000 


Pirie il STAIN ee GDREHIONS. ¢ 5 6. ih sn oe wee eae eek edie ee Oe Wm Hal 77,000 1,000 
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Year ended March 31 


1970 1969 


Estimated value of major services provided without charge by government 
departments— 
Interest‘on workingoapitahs Jc 0O. BULIMIA O. 0 JR Pa $ 16,000 $ 36,000 
A COUDISUPALIONL, oc cor oss wo ca de he Ce ee eerie hs tts tare 1,000 5,000 
17,000 41,000 
LOBS POF WOO YORE. (arc) vars Seca ey eoaate tet Orin wieee ls gales ees $ 94,000 $ 42,000 
Loss for the year provided for by— 
Agriculture. Vate 17... tn olSne + Ade wey bear, tereeeettes aes. enue th $ 77,000 $ 1,000 
Government departments which provided major services without charge 17,000 41,000 


$ 94,000 $ 42,000 


277. Agricultural Stabilization Board. This Board, consisting of three members ap- 
pointed by the Governor in Council, was established by the Agricultural Stabilization 
Act, 1957-58, c. 22, and has the responsibility for stabilizing prices of agricultural commo- 
dities at. levels bearing a fair relationship to their cost of production. Stabilization meas- 
ures take the form of the purchase of commodities at prescribed prices, payment to 
producers of amounts by which prescribed prices exceed those determined by the Board 
to be the average prices at which commodities are currently being sold, or payments to 
processors for the benefit of producers. The activities of the Board are financed by the 
Agricultural Commodities Stabilization Account which has been established in the Con- 
solidated Revenue Fund in accordance with section 13 of the Act. The net operating 
losses on the operations of the Account and the administrative expenses of the Board 
are met from moneys appropriated by Parliament for the purpose. 


There were no inventories at March 31, 1970 and the Crown had no equity in the 
Account at that date. 


The results of the Board’s activities for the past two years are summarized as 
follows: 


Year ended March 31 


1970 1969 


Payments to the Canadian Dairy Commission for stabilization of the 
price of milk for the benefit of producers.................2. $ 131,857,000 $ 134,847,000 
Deficiency payments— 
Sugar beets........... IE NS hee OT ENT Ce eee Oe ee 2,674,000 5,668,000 
ar ar RON TO Sous aes Sas aG a ee rye uk oye aie bs 1,070,000 763,000 
Pe errr Fo Poca Bue Veen el ld cemeietee ss He 8 ities Be 695 , 000 2,493 , 000 
Pad. 60: 6 ORLY Pe, RR DOU, Serene 1,000 141,000 
4,440,000 9,065,000 
LOSs On COMMOUIEy SAIeN 0). 5. ae oe eek Ves & eke nee le oe Es os 6,000 
Administration— 
SE EE ig eet a aa ys as BARRE RS SER MRE RS aN ~ pon, vege bs) At 321,000 299 , 000 
CPGUEE OE PCT laa os «ce oy A nate oe os Ce ee nate ee aie ee eee 15,000 24,000 


336 ,000 323 ,000 
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Year ended March 31 
1970 1969 
Estimated value of major services provided without charge by gov- 
ernment departments— 
Loterost On working ‘capitals? Pe Pe Ae: $ 4,680,000 $ 3,748,000 
Part-time management and support services (Department of 
OTs Look P54 es o's orice ys ko ok ISG ea ote 52,000 48,000 
ME radars Sos La och oan ake Gh wd ies 47,000 47,000 
Waa eA OAM TRON Y ICS ce OE Peis gree < Ch Uy slihly he L.oNd aN a ES Ne wes 24,000 19,000 
Accounting and postal services................ccceccccececs 17,000 16,000 
4,820 ,000 3,878 ,000 
LC a, A ee oe 2 ae cr ey a re $ 141,453,000 $ 148,119,000 
Loss for the year provided for by— 
Peocwiee Vossen OA ies ec ee oe Pee $ 136,297,000 $ 143,918,000 
racers VOCUS. . 6.6). Pues 8 Pe CB «hays eccenped drs sine oes 336 , 000 323 ,000 
Government departments which provided major services with- 
Pe OaCPOI Ol. coke ts) Oe Tie Ses oer ae) sar 4,820,000 3,878,000 


$ 141,453,000 $ 148,119,000 


278. Agriculture Revolving Fund. Vote 783 of Appropriation Act No. 5, 1955, 1955, 
c.60, authorized the operation of a revolving fund for the purposes of financing the pro- 
duction of new and improved varieties of seeds and the acquisition, maintenance and 
development for experimental purposes of livestock, poultry and eggs, including admin- 
istrative expenses of all authorized projects. The balance of the Fund may not exceed 


$620,000. 


The Crown’s equity in the Fund at March 31, 1970 was $294,000, represented by 
inventories of livestock, poultry, seeds and supplies, $274,000, and accounts receivable, 
$29,000, less accounts payable, $9,000. 


A summary of the results of operations for the past two years follows: 
Year ended March 31 


1970 1969 
Cost of experimental and development projects— 
palates Sha WAPeGe® 2. osay edi nerd «ariel «toe putes -bhoraeey $ 445,000 $ 399,000 
ee erie ATURE BE nn Sy une con Aare eae Wie aoe Mpa ne oa ee eRe 366 , 000 323 , 000 
REET UT TIRERLIE Sig gs its as 6 nh oe RAY 8 ok, RR GS ie an hee 130,000 124,000 
Feed-and other supplieseas. au. raves. OSG. aie See 93 , 000 130,000 
TEI eg GATS)! 2 et, Se, a, See ee eae ee eee, © SPL, ey a 48 ,000 50,000 
STOGGSS OTF WORE CADNILAL. . « .nanniings sien Kepee ane ann amy ein An 15,000 16,000 


ee LATO UTS 5 es cee eine cea l  enada clay ata letata tele hStatatatateteutanstetats 23 , 000 25,000 
1,120,000 1,067 , 000 
Proceeds from sales of livestock, poultry and seed crops...............-- 772,000 573, 000 


PYRE COREE MITOIECES tg, Berge) one ahphat oat ote hel Saleh atvai etal ate eas SES owe $ 348,000 $ 494,000 
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Year ended March 31 


1970 1969 


Net cost of projects provided for by— 
Department of Agriculture appropriations................... eee ee $ 467,000 $ 421,000 
Government departments which provided major services without 
CHATZIG 05 6.5 bac ss ee es SAE ted Riera «tanta, 2 . 148,000 143 ,000 
615,000 564,000 
Less: Amount transferred from the Revolving Fund as revenue....... 267 , 000 70,000 


$ 348,000 $ 494,000 


279. Airport operations. The recorded capital investment of the Department of 
Transport in airports and associated facilities, including aircraft, aircraft spares and 
special equipment, as at March 31, 1970 was $787,826,000 compared with $745,185,000 
at the end of the preceding year, an increase of $42,641,000. 


The following is a summary of the revenue from civil aviation airport operations 
for the year, together with comparable figures for the preceding year: 
Year ended March 31 


1970 1969 
Aircraft landing fees— 
AU TAIS-UCOCRIORS + VA) gii-cte Sine Abt Sete Le ae Gm Riee otis EEE Ot ok DI $ 9,399,000 $ 8,220,000 
Dowmiestic }... C203 4S CEPT, oY SD Te Re 6,839,000 6,524,000 
FADS DOTOCT ei. code Be seni Oe a A ne eran ws! |, 2,775, 000 2,594,000 
Other et Boer ree. Vira eee ee, CORNELL , Seeey Ce enn RaemeeeR: 19,000 27 ,000 
19,032,000 17 ,365 ,000 
Rentals— 
Office’ and, SDOP SURGE iy a cat ase ee ales Dk dee ee ts ee a 3,200,000 2,880, 000 
SNe Lk dae ote naires & dette Rhea h A op aeandy Dy Went re aro. Siig bl, WG? 1,461,000 1,000,000 
Living auarters.005 24965 sae Saeed eed lave. ee eee 672, 000 635 , 000 
Piaweiee snd: bs oe eis ck aed OA oe. Mjae ec ee ee 164,000 164,000 
Other o ditarceshl ah: catennsy: eceed= Meer a eo mtn Pee 1,089,000 1,155,000 
6,586 , 000 5,834,000 
Concessions— 
CPRSOUITIG GUC Obs 5c: 2's bis ac ee areas niche % caretaker 6,873,000 5,474,000 
ORE DOFMINE ts c's ug oe sea eee vk ee es 4,135,000 2,529,000 
Slestauranite Bnd enAnkw DATE. G6... e5 abcd ss vas oats ca od Lae 1,152,000 899 , 000 
Cay réntal, Osseo. Onde Saito day pea ee ae 1,133,000 914,000 
Other VE ree ARP Oh ee iancatielynteltteNts ah tule’ 2,349,000 2,016,000 
18 ,642 ,000 11,832,000 
Miscellaneous— 
Joint user terminal facilities charge: 
International: .. 6.44/54 RE SLR Le Oe COL AL AST) et eee 2,825,000 1,636,000 
DOMBAIIG BE 6s. Goad cars tel eae ke ee oe ee 1,970,000 1,284,000 
tr si. LAU Me el hea ae oe Be Or tae aye a ere 3,242,000 2,769,000 
8 ,037 ,000 & ,689,000 
EGE COVER: Cs vc Hak ch cee k ow allg Bx CL Cee eee ee 49 ,297 ,000 40,720,000 
Expenditure recovered from Airports Revolving Fund............... 1,064,000 nae 
$ 40,720,000 


Total revenue and expenditure recovered...............ccceeeecees $ 50,361,000 
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The amount of $1,064,000 shown as revenue in the form of expenditure recovered 
from the Airports Revolving Fund represents the estimated cost of certain services sup- 
plied by the Department in respect of the Montreal and Toronto International Airports. 
This is not revenue but is a distribution of the Department’s costs and as such is a re- 
duction of the amount charged to the Department’s Air Services appropriations. There- 
fore, several of the amounts appearing in the following paragraphs are $1.064,000 less 
than is shown in the Public Accounts. 


Operating and maintenance expenditure for the year 1969-70 amounted to $41,- 
203,000 of which $31,732,000 was charged to the provision for “Airports and Other 
Ground Services — Operation and Maintenance” (included in Transport Vote 30) and 
$9,471,000, applicable to Montreal and Toronto International Airports, was charged to 
the Airports Revolving Fund, authorized by Transport Vote L160. The total expenditure 
of $41,203,000 was an increase of $1,239,000 over the corresponding figure of $39,964,000 
for the preceding year. 


Of the revenue of $49,297,000 arising from airport operations, $21,648,000 was cred- 
ited to “Airports and Other Ground Services — Operation and Maintenance”, $27,596,000 
to the Airports Revolving Fund and $53,000 to non-tax revenue. The total revenue of 
$49,297,000 was $8,577,000 in excess of the corresponding figure of $40,720,000 for the 
preceding year. 


The revenue arising from airport operations exceeded expenditure (excluding new 
construction) by $8,094,000 as compared with $756,000 in the preceding year. Both the 
revenue and expenditure for 1969-70 applicable to “Airports and Other Ground Services 
— Operation and Maintenance” are understated by $283,000 (see paragraph 171 of this 
Report), and similarly the revenue and expenditure of the Airports Revolving Fund 
are understated by $550,000 as a result of recording the net revenue only from parking 
and other operations at certain airports. 


The operating results are recorded on a cash basis and do not include any provision 
for amortization of airport construction costs, interest on funds employed, or other costs 
such as a portion of the expenditure charged as air services administration, which must 
be taken into consideration in order to determine the full cost of civil aviation airport 
operations. The Department does, however, maintain accounts on an accrual basis for 
its operations at 17 of the major airports, which together account for 89% of the revenue 
from civil aviation airport operations, and prepares therefrom periodic financial state- 
ments for management purposes. 


In addition, there appear on pages 24.66 and 24.67 of Volume II of the Public Ac- 
counts “Consolidated statements of operating results and investment position for 200 
airports covering the fiscal years ended March 31, 1970 and March 31, 1969”. These 
statements, which include provision for depreciation, interest on investment, administra- 
tive overhead, and employee benefits, show that the Department incurred a loss of $53,- 
299,000 on operations for the year, a decrease of $4,577,000 from the loss of $57,876,000 
for the preceding year. The figures given in these statements for the year ended March 
31, 1969 related to only 195 airports. 
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280. The Board of Grain Commissioners for Canada. This Board, consisting of a 
chief commissioner and two other commissioners appointed by the Governor in Council, 
is responsible for the administration of the Canada Grain Act, R.S., c.25, including the 
inspection, weighing, storage and transportation of grain, the fixing of tariffs, the estab- 
lishment of standards and any other matter relating to the handling of grain. 


The following is a comparative summary of the results of operations for the past 
two years: 
Year ended March 31 


1970 1969 


Expenditure— 
Dalarios: AUOWAREOD COLOR 3 6.6 1a) dinar 5 0 tune stEP on Sams ee ole a> ee $ 6,205,000 $ 6,536,000 
An DMIV OR BOUIN’ cat ceased gen ceca sar a eet os ra Sah e 1,121,000 617,000 
AcCoMMNOUAlON LOSI Ga ek 5 ES SO Ae Leen ees 226 , COO 220 , 000 
I io spe he ee a yw ke i cee, i er i 199,000 224,000 
PVP UNI foes i. 2 aie a "nl ast Biv nied RUIN A SOO DE age mate Maes eae 116,000 120,000 
Transportation and commumicationS............eee cece cece ees 112,000 105,000 
Materials, supplies and office equipment...................e cece 109,000 104,000 
CUIOT On ae ks See slash ie ee es re See See seat et, Sete 138,000 115,000 
8, 226,000 8,041,000 
Revenue— 
DE EOIN ses ino) ke Noth wakes Sa ees Bl Sc ea ies wi ee 2,693,000 2,626,000 
WV CTE tee ca Mt cet ile cei cidic nie tte ie We RCO ee nee 1,324,000 1 , 293 , 000 
Registrations and-cancellations..: )).7s.35. 16.3595 «ee i eS. 167,000 130,000 
PCCNEEON 42 > hits Can Gt Usk eee Bias 5. os Lub s beh oe Ae ree ok 27, 0CO 27 ,000 
RIMES or Ce ee outs C24 TS SALERRO ELEN ES SSE EEMEE EEN CRS oe 4,000 27,000 
4,215,000 4,103,000 
Excess of expenditure Over revenue........ 0... cece ec ecw teen eee $ 4,011,000 $ 3,938,000 
Excess of expenditure over revenue provided for by— 
Apriculiire: Votes 50and. 51:48. C6. AGED. & 170. DATION a $ 7,033,000 $ 7,347,000 
Canade CiraintAct, section A. ao. sn nc dack smiea aw sone acbee res 61,000 61,000 
Government departments which provided certain major services 
without charges 2 Tore. OAR, BR OSPR A BAS PTI 132, 000 633 , 000 
8 , 226,000 8,041, 00C 
[ee NOVO OUR S| ee ne eee Coe ree re Bet CoCo ate 4,215,000 4,103 , 000 


$ 4,011,000 $ 3,938,000 


281. Canada Pension Plan Account. The Canada Pension Plan, 1964-65, c.61, pro- 
vides for a comprehensive program of contributory old age pensions and supplementary 
benefits for most persons in the work force in Canada, whether employees or self-em- 
ployed, with the exception of those in the Province of Quebec who are covered by a 
parallel provincial plan. 


Section 110 of the Act established the Canada Pension Plan Account within the 
accounts of Canada to which all contributions, interest and other amounts received 
under the Plan are credited and to which benefits and other payments under the Plan, 


| 
| 
| 
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including administration costs, are charged. Section 111 of the Act established the Canada 
Pension Plan Investment Fund, also within the accounts of Canada, in which investments 
in provincial and federal securities are recorded. 


The Act requires the Minister of National Health and Welfare to make an annual 
report to Parliament on the administration of the Act, including a statement showing 
amounts credited to or charged to the Canada Pension Plan Account and the Canada 
Pension Plan Investment Fund during the year. There is no requirement in the Act for 
the Auditor General to report upon this statement although such a provision would 
appear desirable. However, as both the Canada Pension Plan Account and the Canada 
Pension Plan Investment Fund form part of the accounts of Canada, they are examined 
by the Auditor General under the provisions of sections 67 and 69 of the Financial 
Administration Act. This examination includes a verification, by test, of transactions in 
the two accounts, a review of accounting and internal control procedures and confirmation 
of the investments of the Fund at the year-end. 


The following is a summary of the transactions in the Canada Pension Plan Account 
for the past two years: 
Year ended March 31 


1970 1969 


Preatalice al oeginning Of Year... 0s. wt tec reeset tee cee 


$ 2,107, 758,000 


$ 1,352,754,000 


Receipts— 
Contributions from employers and employees............ 745 , 646,000 697 , 626 , 000 
Pn ere on ivestinenis es . iA. SS 139,701,000 84,372,000 
Interest on the operating balance.................-00008- 3,807,000 2,438,000 
Onto InCOMme sears . nas taclace « p63 ners bears Lore ta acl’ 404,000 590 , 000 
889 , 558 , 000 785 , 026 , 000 
Disbursements— 
Benefit payments: 
PEUTIC DENSIONS , cach «+. oo «degen 0 o> <Baeeal 17,478,000 5,309, 000 
Ue SOS ees. cent, | ae. 14,304,000 3,992,000 
EE SOLS EL opt Ot OE LUGE AED: EL OF ae EEN 8,458,000 4,227,000 
(rpnansbenenhts. vrs one & . eG ee. s & « oe ae 7,069,000 2,037,000 
Disabled widowers pensions..............-.000eeeee 17,000 2,000 
AHL DOUSODS. foc concn 4594 Saas es KOSA ENE OS 16,000 — 
Disabled contributor child benefits.................. 4,000 — 
47, 346,000 15,567 ,000 
Paminietration CXPeNSeBisys cu. ..-- che we «+ «> « CON Se 17,712,000 14,455,000 
65, 058 , 000 30,022,000 
Excess of receipts over disbursements.................2ee0- 824,500, 000 755 , 004,000 


Balguroratiend divest. S...23..\e un. yeasts as Helewwinwe 


This balance comprised— 
Weg etIrCHIG EL OF. Ps eas fe ae ker ae cs ee ne ce eS 
Opagraving palanices Ses relia ar Ce pms eee Reade <8) 


$ 2,932 ,258,000 


$ 2,832,734, 000 
99 524,000 


$ 2,932,258,000 


$ 2,107,758 ,000 


$ 2,022,947,000 
84,811,000 


$ 2,107,758,000 
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Transactions are recorded in the Account on a cash basis and hence no amount has 
been included for contributions relating to periods prior to March 31, 1970 but received 
after the year-end or for accrued interest of $51,793,000 on investments. | 

The item “Other income” comprises: $164,000 in refunds of previous years’ expen- | 
ditures; $165,000 received from the Quebec Pension Plan, of which $87,000 was its share | 
of costs of registration of employees and $78,000 was its share of benefits paid to dual | 
contributors; and $75,000 derived from electronic data processing services performed 
for others. 


The following table shows the number of benefits in payment at the end of each of 


the past two years: 
March 31, 1970 March 31, 1969 


Retirement Nensonss Bo) 2 sa. decie sik Mabe cet cota 114,939 58 , 286 

sig ee Ve lee of 1 paaliinaiaeig melts: eet -aciniah ba Mine ein Pectcayrege Beam. (. </mse 8 e 23 , 964 8,495 | 

WidOWS DODSIONS. 005.605 ce oes cc ben w ree cae ete Om Ay ORO ee 20,952 7,073 ) 

Disshiltie Henewons oo sles he le ae nak V Ge oe ee le Ur Ue 97 a= 

Disabled contributor child benefits. ... 6... 6 0. 00 c cece eee ees 85 te 

Disdbied, Witawerd DEASIODR. Gig or, aout suds vO ecu gee A een 23 5 | 
160, 060 73,859 | 


Disability pensions and disabled contributor child benefits became payable in Feb- | 

ruary 1970. 

During the year 18,900 lump-sum payments of death benefits were made, compared 

with 9,051 in the previous year. 

The following schedule shows the administration expenses charged to the Account | 

during the year with respect to services provided to the Plan: | 
Unemploy- Depart- 


Department Department Department ment ment | 
of National of National of Supply Insurance of | 
Revenue Health and and Com- Insur- iF 
(Taxation) Welfare Services mission ance Total | 
ETERS AIT TEU, Lae SY SCO... ae eine ' 
SAIMTIOS: WS... oe as $ 6,330,000 $ 3,804,000 $ 925,000 $ 303,000 $ 27,000 $ 11,389,000 
Employee benefits. . 710,000 410,000 84,000 40,000 — 1,244,000 
Office expense, 
stationery and 
equipment....... 640 ,000 140,000 668 , 000 62,000 — 1,510,000 
Accommodation.... 630,000 519,000 86 , 000 42,000 — 1,277,000 
fe 1) yea groncemgedl at 653 ,000 289 ,000 6,000 — — 948 ,000 
Advertising........ 209 ,000 212,000 — — a 421,000 


SYR ree cet cy sine 228 ,000 294 ,000 318,000 76,000 7,000 923 ,000 


ee 


$ 9,400,000 $ 5,668,000 $ 2,087,000 $ 523,000 $ 34,000 $ 17,712,000 


Administration expenses increased by $3,257,000, from $14,455,000 in 1968-69 to 
$17,712,000 in 1969-70, comprising increases of $2,282,000 for salaries and employee 
benefits, $416,000 for accommodation, $221,000 for office expense, stationery and equip- 
ment, $52,000 for advertising, $17,000 for travel and $269,000 for other expenses. 
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We have noted in previous Reports (paragraph 294 in 1969) that the Treasury 
Board has given to the Department of National Health and Welfare, as the Department 
administering the Plan, the right to review and audit all charges made to the Canada 
Pension Plan Account by other departments and agencies. An interdepartmental com- 
mittee, which was assigned the task of reviewing the manner in which costs were being 
allocated to the Plan by departments and agencies and of recommending the manner in 
which the audit of charges should be made, recommended that the audit be made by 
internal audit groups of the servicing departments and agencies. Last year we reported 
that, pending the establishment of the departmental internal audit groups, no internal 
audit of charges against the Plan had been made. This situation did not change during 
the year but in September 1970 the Management Review Directorate of the Department 
of National Health and Welfare was made responsible for ensuring that a proper audit is 
made of all administration expenses charged to the Canada Pension Plan Account. (See 
Appendix 1, item 41.) 

The Act restricts the investments of the Plan to securities of Canada or the prov- 
inces, or securities guaranteed by the provinces, which are not negotiable, transferable 
or assignable. The amount available for investment at each month-end is determined by 
deducting from the uninvested balance in the Account the estimated amount required 
to meet all payments during the following three months. This amount is allocated 
monthly to the various provinces in the ratio that contributions originating in each 
province bear to the total of all contributions. Any balance not required for the pur- 
chase of securities offered by a province is to be invested in securities of Canada. The 
rate of interest on securities purchased for the Investment Fund is determined, at the 
time of purchase, by the average market yield of outstanding negotiable bonds of Canada 
which are twenty years or more from maturity. 

At March 31, 1970 securities of Canada and the provinces bearing interest at rates 
varying from 5.29% to 8.33% were held as follows: 


Pease Ce Mee a iee dius cal, TE LY, 02 SPOR PRG 6s eet to eens ee ees $ 1,586,369 ,000 
TEE ATIREN eee ri a. v's. bi ccd vases iaee Wanee Mei Ehele GS ate a AA ESTE Has aie eee ee ee 410,748,000 
2 TEST Ok Re a eras we oe -Leee nrerEre rmmr Fe 8 258, 819,000 
BRE ON he Ghia Ih han iy aah ees Sala 4 eae) “aa: olin Golane see cites ener 166 , 345 , 000 
eI TE, BE IT, ino. sew ai angie oak pee cle ae v3 sie Aaah El th hs Ae oahct Aas MR Ae en 131,822,000 
DEAS ra ik ce cova aig st toa’ G's AINE OW EROS Le ae GER Oe eee 108 ,695 , 000 
PURSE TURIN nec Bg. op sae popu a aR ate: 2k ate US ie, 4.) pte ek, ls ea RE eo AE 82,990,000 
Re wern ant 2 oP ets ey Sn cee Pos Gre ela Raw Aare shia Ae a Be 53,487,000 
Se EE EA UIA «2-22, a5 5-9 Vin Ate on ee tick Oe Re Ce ye ee cae a ae ee ces 10,385,000 
NN PEN cress alk rs. accio kh eh cw MAE CP eein ee IANS Sib Ra AE aia pre sheet ees gota 7,700,000 
Os Oe eee he Ree ee eee ae ort, eee 15,374,000 


$ 2,832,734,000 


Judges and members of the Canadian Forces and the Royal Canadian Mounted 
Police employed in the Province of Quebec are excluded from participation in the Que- 
bec Pension Plan and have been brought under the Canada Pension Plan. As their 
employment is in the Province of Quebec, their contributions to the Canada Pension 
Plan, and those of their employer, have been allocated to that Province, which accounts 
for the investments in securities of the Province of Quebec. 
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282. Canadian Government Elevators. The Canadian Government Elevators com- 
prise six elevators located at Moose Jaw, Saskatoon, Calgary, Edmonton, Lethbridge and 
Prince Rupert, which are operated by the Board of Grain Commissioners for Canada 
under authority of section 166 of the Canada Grain Act, R.S., c.25, and Order in Council 
P.C. 1372 of August 19, 1925. 


The Crown’s equity in the Elevators at March 31, 1970 was $14,845,000 represented 
by fixed assets, $14,009,000, and working capital, $836,000. 


The following is a summary of the results of operations for the past two years: 
Year ended March 31 


1970 1969 
Income— 
SERIES sre aie crys oe ce el siete aor ain 8. se JED Gao MR SER MeeeTEN eae toe $ 1,169,000 $ 1,138,000 
DAGVGUOU «935 8 laoe 104 99 CED OWEN KOON 5 LT RRR ane ate eal cals 802 ,000 650,000 
DVD ite sans PA He io Se i se oe es ag 505,000 379 ,000 
Screenings and surplus grain, less purchases $56,000 ($40,000 in 
T9GS-G9) S0Si%, astois 2k. eS eae ene. Vs. oe 229 ,000 110,000 
A ORTINAG cle Elis Hane a, jules “oh avatars Ian Gari eee tee ease veer te a 104,000 84,000 
TOC ye ek teen fect REG it Sig gly 5 widen ae Elta a SRE ees Cae 47,000 48 ,000 
2,856,000 2,409,000 
Expense— 
Salanice andi wages $415 .egambad. wee... aie ses: Tie. Bh 1,274,000 1,430,000 
PEt VCG TCT OL Soe es ee ok ee eet ees ee 246 ,000 133 ,000 
Grants im Tew ol Taxes. pees oe er eh ge ee aa wd oe eee ea ea 412,000 377 ,000 
Heatihghip power arid water ac Uae tL 44). OP BRA. 4 173 ,000 143 ,000 
PIGS OIRO 5 OA Ok eR Be le Bo ae ah eee 115,000 93 ,000 
Building and equipment repairs and maintenance................ 97 ,000 138 ,000 
Materials and supplies. ..... 05 .<sece acd Ae eee eee 65,000 72,000 
ORE ea 2) en be ree et ears, ne Bhs oe Oe ere eee 40,000 48 ,000 
2,422,000 2,434,000 
Operating profit (loss) without provision for depreciation.............. $ 434,000 $ (25,000) 
Operating profit (loss) disposed of as follows— 
Income transferred or to be transferred to the Receiver General... .$ 2,912,000 $ 2,449,000 
Expense charged to— 
Agriculture Voten0 ears +6524 tek COeh ss cs Ce a 2,246,000 2,349 ,000 
Less: Stores acquired for inventories..................0e eee 16,000 11,000 
2,230,000 2,338,000 
Appropriations of departments which provided certain services 
Seer CUR ad ald a ee 248 ,000 136,000 
2,478,000 2,474,000 
$ 434,000 $ (25,000) 


The increase in income of $447,000 resulted from large quantities of damp grain 
harvested in 1968 being directed to the various elevators for drying, and from improve- 


ees —— aa 
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ment in exports during 1969-70 resulting in increased elevation and screenings revenue. 
Receipts of grain increased from 17.7 million bushels in 1968-69 to 22.2 million bushels 
in 1969-70. 


A loss of $100,000 by the Lethbridge elevator was the twenty-fifth consecutive 
annual loss, the accumulated losses totalling $1,336,000. 


283. Canadian Government Printing Bureau. The Printing Bureau, which is part of 
the Department of Supply and Services, operates the printing plant in Hull, Que., and 
small printing units across Canada. Its operations are financed by means of a revolving 
fund established by Vote L104b, Appropriation Act No. 1, 1969, 1968-69, c.23. The 
balance of the fund may not exceed $7 million. 

The Crown’s equity in the Canadian Government Printing Bureau Revolving Fund 
at March 31, 1970 was $1,257,000 represented by inventories of work in process and 
printing metals and supplies of $1,774,000, offset by commercial accounts payable and 
accrued wages of $517,000. Equipment with a cost value of $7,587,000 was not included 
on the balance sheet of the Bureau at March 31, 1970. 


The following is a summary of the results of operations for the past two years: 
Year ended March 31 


1970 1969 


ee Na EM a ig Asfase ays ip US dw Bide ate Wales Glaser e ae $ 20,916,000 $ 16,962,000 
Rr ene ee te se yee a we bie Peed Siale Ahalag ola ow w'srere Sialalormnens 18,081,000 16,149,000 
CHEER CLICHUIT CASE cree coh ed Sidhe sini swale gear ipue war eewlsw M alehas 556 , 000 538 ,000 
PSE AIV GE CXDOISO es 6 a.5 6 oss Bald Ald wiele @ aewlhe Wa pain www whe. Salvi 1,446,000 1,211,000 

20 ,083 , 000 17,898,000 
Adjustments for revaluation of inventory of printing metals......... 386 , 000 — 

19 ,697 ,000 17,898,000 
eae OT EVO a (Sx cle allan a WRT e oN Swab aie, 0 4a Ws Goes $ 1,219,000 $ (936,000) 


The increase of $3,954,000 in sales was due to an increase in the volume of printing 
and to higher prices. 


Operating costs do not include the value of accommodation and other services pro- 
vided without charge by government departments or depreciation on equipment pre- 
viously acquired from parliamentary appropriations and still in use. However, the full 
cost of equipment purchased during the year, $556,000, has been included. (See paragraph 
52 of this Report.) 


Although the remuneration of salaried and hourly-rate employees is ordinarily 
charged to the Fund, $155,000 paid to certain salaried employees in the year was charged 
to the Treasury Board reserve for salary revisions. 
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The adjustments for revaluation of the inventory of printing metals are with respect 
to used monotype and linotype metals and matrices, $267,000, and with respect to unused 
matrices, $119,000. The former had previously been valued at cost less depreciation of 
from 334% to 100% but are now valued at cost less an allowance for usage. The latter 
had previously been valued at standard cost but are now valued at actual cost. 


284. Canadian Government Supply Service. This Service, a branch of the Depart- 
ment of Supply and Services, is financed by a revolving fund established on April 1, 
1966 by Vote L18e, Appropriation Act No. 4, 1966, 1966-67, c.6, for the purpose of ac- 
quiring and managing stores; for manufacturing, producing, processing or dealing in 
stores or materials; for the purchase and supply of repair services for office furniture and 
equipment; and for freight services. The purposes of the revolving fund were extended by 
Vote L13g, Appropriation Act No. 2, 1967, 1966-67, c.85, and Vote L22a, Appropriation 
Act No. 7, 1967, 1967-68, c.8, to include the procurement of insurance coverage at bulk 
rates on the movement of household effects and the financing of the travel accounts 
rendered by carriers for services arranged by the Central Travel Service. The amount 
that may be outstanding at any time against the fund was increased to $20 million by 
Vote L147b, Appropriation Act No. 1, 1970, 1969-70, c.24. 


The Crown’s equity in the Canadian Government Supply Service Revolving Fund 
at March 31, 1970 was $2,815,000 represented by inventories, $5,044,000, freight and 
other claims, $34,000, and motor vehicles, $3,000, offset by accounts payable to com- 
mercial suppliers of $2,266,000. 

The following is a summary of the results of operations for the past two years: 

Year ended March 31 


1970 1969 


Services to government departments and agencies—at cost.......... $ 10,490,000 $ 4,243,000 
Supply operations for government departments and agencies— 
SAIC Ack |) SEAT EMT Coie ae HEL on Chats suid ls Ge Mamet eee $ 12,372,000 $ 11,045,000 
eR RT Oe ee, CRE, OP SET Feo eee SIR erent OREN 11,309,000 9,726 ,000 
A apt, it TRI EP eA Ores S ioaemeeirne Pe PL ORS Ae Meaty) ws pear tS 01 1,063 ,000 1,319,000 
Office equipment and furniture repair services for government depart- 
ments and agencies— 
DOPvide 1666 ANG. COMPTON ee io vic heute hen 4a ae Ae ee ee ee 1,526,000 79,000 
RUSE SOE VICGA.. ta <tr ce Cr tc ain ser cei ee eee eee ee et eee 1,527,000 79 ,000 
Lose adverts » <cuea ote » fy a RE a Sea ey eT fot 1,000 a 
Net profit transferred from the revolving fund as revenue........... $ 1,062,000 $ 1,319,000 


The increase of $6,247,000 in services rendered to government departments and 
agencies was due to the increased participation by departments and agencies in the 
central travel and freight services arrangements. 
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The cost of services rendered and the cost of the supply operations do not include 
administrative expense, depreciation of equipment and the value of accommodation and 
other services provided without charge by government departments, estimated at 
$4,000,000. 


The cost of the office equipment and furniture repair services, which was recovered 
from customer departments and agencies on a service fee basis, includes the direct cost 
of providing these services as well as depreciation of motor vehicles purchased out of the 
revolving fund. In prior years the direct costs were provided for by parliamentary ap- 
propriations and no fees were charged. 


285. Computer Services Bureau. This Bureau, formerly called the Central Data 
Processing Service Bureau, provides data processing and related services to departments 
and agencies. It is financed by means of a working capital advance account which was 
authorized by Vote L99e, Appropriation Act No. 4, 1966, 1966-67, c.6. The amount out- 
standing at any time is not to exceed $2 million. 


The Crown’s equity in the Bureau at March 31, 1970 was $87,000, comprising ad- 
vances of $786,000 and an accumulated deficit of $699,000. (See paragraph 220 of this 
Report.) 


A summary of the results of operations for the past two years follows: 
Year ended March 31 


1970 1969 


Income— 
Fees and rental—Bureau computer. .......... 0.0 e cece cence eeee $ 1,867,000 $ 1,941,000 
Fees and rental—Outside computers............0 cece cence ee ceas 3,391,000 3,392,000 
Ree Ce AOU Y ICO Ct es fr 59'S av bx Ss wih Se. Rw ae Ree earnr es tube ess 264 , 000 212,000 
MRO CERIN TE Oe GaN aed os a eck ev rate a) Fe Fae Re GRY HE 35,000 59 ,000 
5,557,000 5,604,000 
Expense— 
Barca Of) se MONDULON es vs. ois Sy sl po is Oso nd ow eee sue 1,046,000 1,448,000 
Reptalot-Outsideeompiiters:. . .. an..Meased. .avak. date eigiie 3,347,000 3,329,000 
PALATIOS ANC EMPIOVES DENCLtS «6 vie. o) sw seninierd piss Ldie ie © winrainstoyenles ogi 937 ,000 734,000 
By RUBTISLE BING GUDDIICS «6 ac igs soe oo + he sets pile Gude ears antelee 4 112,000 121,000 
PTO RIOT, ce RE a aD ra es, Men ee 83 ,000 110,000 
I PMIIIAY BUTVICOS Gove de aise sc ct os Pe apes ee oe ee es 59,000 103 ,000 
OCC E OE BTR LW FE: , Oa ok be eA. Pee ee Bytes PE Os BAG 147 ,000 152,000 
5,731,000 5,997,000 
PA CE TEE VERE SOU Re OR eee fon ae tern ns eaele ta te tas TE ee oes Ce ne $ 174,000 $ 393,000 


Funds to reimburse the Bureau for the deficiency in its working capital advance 
accounts have been provided by Supply and Services Vote 10a of Appropriation Act No. 4, 
1970, 1970-71, c.4. 
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286. Defence Production Revolving Fund. Section 16 of the Defence Production 
Act, RS., c.62, established the Defence Production Revolving Fund for the purpose of 
acquiring, storing, maintaining and transporting stocks of materials or defence supplies, 
and providing working capital loans and advances to persons engaged in defence work. 
The balance of the Fund may not exceed $100 million, a limit which has not been ap- 
proached in recent years. 


The Crown’s equity in the Fund at March 31, 1970 was $27,496,000 comprising ad- 
vances of $27,600,000 and a deficit of $104,000. The assets of the Fund included loans 
of $3,821,000 to manufacturers to assist them in the acquisition of capital equipment. 
These loans which were made contrary to section 16(2)(c) of the Defence Production 
Act are commented on in paragraph 164 of this Report. 


The Fund’s operations for the past two years are summarized as follows: 
p p 
Year ended March 31 


1970 1969 


Interest Inéomes feG Wilh ew OO Se Ae Bie, a aie ee $ 869,000 $ 715,000 
Loss (profit) on disposal of strategic materials...................005. 104,000 (77 ,000) 
Net income before inventory adjustments... ............ 000 e eee eeee 765 ,000 792 ,000 
Inventory adjustments: 
Decline in value— 
ORG ie Ae eM Mees Fs geen ewes nein » ast ard was ke Se wk oe 5,000 , 000 — 
CMTE pe TE aoe ee cal ga ANS Le aro a ee ae 632 ,000 — 
PEETAGI OPEC ALC ee ie wm ie a — 31,000 
BME ROME AIL air sae sc kOe AOE cas eo x aa eee els Us are 71,000 — 
5,703 ,000 31,000 
Diet does Conon) Tor tae MORE ca as 6.0 he Jats Uy ie eee wate Ae ene $ 4,938,000 $ (761,000) 
Funds provided by Supply and Services Vote 6b (7b in 1969).......... $ 5,703,000 $ 31,000 
Less: Amount transferred from the Revolving Fund as revenue... . 869 , 000 792,000 
4,834,000 (761 ,000) 
Portion of net loss not provided for, to be recovered from future parlia- 
MEGHLAPY APPTOPTISUONS «. cxwr sor he UES eV ER ea be AE 104 ,000 — 


$ 4,938,000 $ (761,000) 


287. Fisheries Prices Support Board. This Board, consisting of not more than six 
members appointed by the Governor in Council, was established under the Fisheries 
Prices Support Act, R.S., c.120. The Board is responsible for investigating and, where 
appropriate, recommending action to support the prices of fisheries products, in an en- 
deavour to secure a fair relationship between the returns from fisheries and those from 
other occupations. Support measures take the form of the purchase of a fisheries product 
by the Board at a prescribed price or the payment to a producer of the difference between 
a prescribed price and a lower average price at which a product is sold during a specified 
period. The Act requires that an account called the Fisheries Prices Support Account be 
maintained to which shall be charged all expenditure other than administrative costs 


? 
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which are met out of moneys appropriated by Parliament for the purpose, and to which 
shall be credited the proceeds of sales of fisheries products. The Act also provides that 
the net operating profit in each fiscal year shall be deposited in the Consolidated Reve- 
nue Fund as revenue, and that the net operating loss in any fiscal year may be recouped 
from moneys appropriated by Parliament for the purpose. There was no balance in the 
Account at March 31, 1970. 


A summary of the results of operations for the past two years follows: 
Year ended March 31 


1970 1969 
Trading operations— 
IOS ities casi cis Hones dn, WIRE AO Di ee rage. Bam e . TR $ 5,178,000 $ 997,000 
GEOL SALCS ANS PRs. ss wan wa a ainrs wap ns inh an Gaon Kenner STONE 5,192,000 2,558,000 
SUOSRLON CIAGINT ODETAIOIG 6 oiok-s, «ars ccs + & vasa ot sapien! Medes. coo tous 14,000 1,561,000 
—by commodities, 1969-70— 
Cost of 
Sales sales Loss 
Dried salted cod....... $ 100 $ 11,400 $ 11,300 
Canned mackerel....... 137,900 140,600 2,700 
Lake Erie yellow perch. 731 ,000 731,000 — 
Frozen groundfish...... 4,309 ,000 4,309 ,000 — 
$ 5,178,000 $ 5,192,000 $ 14,000 
Deficiency payments— 
ES EIN ES BESTEST ITS OE aE RI SEGRE PC EPO. RE ie oe a ae 1,073 ,000 — 
EES OE ea ee en ee re ee en er — 4,189,000 
chil: DBC Geet ge ti gee tale elle a ee Bae a ae A ae el $ 1,087,000 $ 5,750,000 
Loss for the year provided for by— 
Fisheries and Forestry Vote 15b............ Teta rae Bae Ae $ 1,087,000 $ a 


Fisheries and Forestry Vote 18b of 1968-69...................... — 5,750,000 
| $ 1,087,000  $ 5,750,000 


288. National Film Board. This Board was established in 1939 by the National 
Film Act, R.S., c.185, to initiate and promote the production and distribution of films in 
the national interest. The Act also established the National Film Board Operating Ac- 
count in the Consolidated Revenue Fund. With the exception of expenditure on equip- 
ment acquired for its own use, which has been charged to Secretary of State Vote 60, all 
expenditures of the Board are charged to the Account, including the cost of capital 
equipment acquired for the Canadian Government Photo Centre in Ottawa, as author- 
ized by Vote L30, Appropriation Act No. 5, 1963, 1963, c.42, (see also paragraph 220 
of this Report). The Account is credited with all moneys received from operations of 
the Board, including the sale and rental of films and other visual materials; amounts 
provided by Secretary of State Vote 55, “Administration, Production and Distribution 
of Films and Other Visual Materials”; and amounts transferred from appropriations of 
other government departments in respect of work undertaken for them. 
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The equity of the Crown in the Board at March 31, 1970 was $4,722,000 comprising 
capital equipment with a net book value of $2,661,000, including $142,000 for equip- 
ment of the Canadian Government Photo Centre, and working capital of $2,061,000. 


The following is a summary of expense and income for the past two years: 
Year ended March 31 


1970 1969 
Expense— 
Production of filme: and other visual materials for: 
Natignal Piige Doara . SSROre oo WF. Seer ee ee Ee es $ 5,132,000 $ 5,658,000 
Government departments and others...................4. 4,219,000 3,443,000 
Distribution of Dline... 0.7.4 fc va oe anata ak eee ea tee ey 4,191,000 3,908,000 
Estimated value of major services provided without charge by 
government departments...............00ceeeee eisutie 1... 2,962,000 2,256,000 
Administration and general services. ............ 20sec eeeeeee 1,956,000 1,561,000 
Provision for retroactive salary and wage increases............. — 1,039,000 
Depreciation on equipment .). «7 cca: sateen eres os 2 a 348 ,000 312,000 
Fire logs replacement; Coste i eds i's ee. ketal Ct eames — 19,000 
18,808,000 18,196,000 
Income— 
Sale of films and other visual materials....................... 4,577,000 3,965,000 
IRB EILEE Sut EO V ARGIOD yy ase sok as aces canine Ee < gale es Ge es 906 , 000 1,086,000 
UUM OMRIRTNOO US coo ahs cA Ue a SRS Stet ey ee ey eae SEE Cn ets 82,000 69 ,000 
Canadian Government Photo Centre—excess of income over 
CRPICUES tisk acid SRC ee ee koe PR Ore Cake OPPO OE CREE OES Le 59 ,000 23 ,000 
5,624,000 5,148,000 
Net expense....... Ta ia Shaves tte te WI Ue eS Se GE ie $ 13,184,000 $ 13,053,000 
Net expense provided for by— 
DOcretary OL State VOtE Bi ois is Gee Cnr Via als hdl >< oe ...$ 9,426,000 $ 9,426,000 
LUPHALIPY SSORIO VOC G os goa bcs Nah a ee 2 Via a ee 465 ,000 sri 
Treasury Board—reserve for salary revisions.................. ae 1,069 ,000 
9,891,000 10, 495 ,000 
Debs. SASOUNG POLO ROIE iba) ceo) a a, wees elastase A eee eee 17,000 10,000 
9,874,000 10, 485 ,000 
Government departments which provided major services without 
DOBLE 09 ok a ia cin dd) Seated. ei ak Oe ee Sere: 2,962 ,000 2,256,000 
DGDIecintions tfo3. Ne Ee ee es Pee Pee reel tee 348 , 000 312,000 
$ 13,184,000 $ 13,053,000 


Expense for the year increased by $612,000, the most significant increase being 
$706,000 for the estimated value of major services provided without charge by govern- 
ment departments, including $621,000 for contributions to the Public Service Superan- 
nuation Account and to the Canada and Quebec Pension Plans. There was also an in- 
crease of $117,000 for services provided by other film producers. Fees paid to performers, 
musicians, etc., decreased by $431,000. 
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Personnel on strength during the year decreased by 120 from 1,107 at the previous 
year-end to 987 at March 31, 1970. 

The increase of $481,000 in income resulted mainly from an increase of $612,000 
in the sale of films and other visual materials, comprising $430,000 to the public and 
$182,000 to government departments and agencies, offset by a decrease of $180,000 in 
royalties received from CBC English production. 


289. Passport Office. Vote L22b of Appropriation Act No. 1, 1969, 1968-69, c.23, 
authorized a revolving fund for the purpose of operating the central and regional Pass- 
port Offices. The vote wording provides that “the amount outstanding at any one time 
under this authority [is] not to exceed $100,000.” 

The Crown’s equity in the Passport Office Revolving Fund at March 31, 1970 was 
$243,000 represented by equipment, furniture and leasehold improvements, $234,000, 
and working capital, $9,000. 


The following is a summary of the results of operations for the year ended March 


31, 1970: 
Income— 
SeOGMEOATIIOC Omen Ie ee PUN PRPC EINE LF an. 65 cose e’ eng pens oud glomus dain apacdaalawlen aadecs $ 4,403,000 
Expense— 
Same Ree OORT el. le Ga bic's gis sim Battin Ga me SA eae ¢ 1,579,000 
PApOOrt Materials ANG BDONCALION. FOYE. 606 cea ce ike days cb end hee cnt eb panes 310,000 
a Ene Pa A CNAOR EA ct. 9G) Sy waka ed x GR Gd: 3 6 bald wr BO HK SA dene oak eb weal 214,000 
ene ne Ons AG. et ADT ORs 5 vinx so hiais ait 8 oulesss die 4 Sa o's M78 Viel wl tse, wee ea 163 ,000 
NATTA ERGY let eer cM Taha | Sins: X oka o, mpaRES b e beri ale See an cama a sels 128 ,000 
Professional and special services......... SPICE AE NOR Se TOR SIRES er Ewer © 98 ,000 
MeCN ACRE ODER es Le hace iige n's nie ba poi ke REO ce 88 ,000 
Travel and removal..... Petey ere ee Re oe ee ote Tolle TIIis bee Leeds Matar ake 56,000 
Office stationery and supplies............... Jia Pe abel ee Ghin kb bne. yay afta ae kS entities lak 55,000 
OREN aera rie asa oss 5 |.) <. «0. 0s) by ede Kunis 40 bo Apa Mae ate @ woe v0 s whee eee 34,000 
Repairs and replacements of office furniture and equipment...................4- 26 ,000 
Provision for replacement of fixed’assets. 0 ee ale we ee eee eeeeeees 20 , 000 
6 gen a OO dhe "ang adi GERUN gt Tn ae Aa ge RR A ra 4,000 
2,776,000 
Heduccion tn-NVentory Of Passports IN PTOCESS. . nu... eh 6 oe es ain es es eg oe ee 66 , 000 
2,841,000 
ee Be ee Ce oe Lis ik Ge Ub es bie Sepak Saks swale 6 tes gu te 1,562,000 
Less: Amount retained for acquisition of fixed assets............ 0c cece reece eee 166 ,000 
Net income for the year transferred from the revolving fund as revenue................ $ 1,396,000 


Vote L22b of Appropriation Act No. 1, 1969 provides that the revolving fund is to 
be credited with “such portion as may be determined by the Treasury Board of the 
revenue derived from passport services’. The Treasury Board has not formally 
determined the portion of the revenue to be credited to the revolving fund but in 1969- 
70 the entire revenue from the passport services was credited thereto. 
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290. Post Office. The Post Office operates under the authority of the Post Office Act, 
R.S., c.212, which provides that the Postmaster General shall administer, superintend 
and manage the Canada Post Office. 


The following is a summary of the results of operations for the past two years as | 
recorded by the Post Office in the Public Accounts: | 
Year ended March 31 | 


1970 1969 


i 
| 
Gross postal revennets.. 0920. 7AiKMILe B.E...ceie ROD. $ 430,378,000 $ 363,339,000 | 
| 
Less: Expenses paid from revenue..........0..0ececeeeeeeeceees 52,232,000 52,714,000 | 
Revenue from financial and miscellaneous services credited to | 
GRISOULI ETERS PNA es ity lage eager etade+yhoneholivnaig” oral hanna vtins heats 23 , 393 ,000 22,184,000 | 
75 ,626 ,000 74,898,000 | 
‘ | 
Net TCUaR eVects NT as vic hie BW ian eelhieho cancion need aerate oss 354, 753 ,000 288 , 441,000 | 
Other revenue— 
WitscRlaneOua ick he USGS ae Deltas oe eeainale ees 263 ,000 148,000 | 
Estimated: 
Value of mail and other services provided without charge to 
other government departments...............2005: 10,225,000 8,531,000 
Interest on Money Order Account...............00000- 2 , 842 ,000 2,127,000 
Interest on funds in Savings Bank Account.............. 362 ,000 757 ,000 
13,692,000 11,563,000 
368 , 445 ,000 300 , 004 , 000 
Expenditure from parliamentary appropriations— 
COPOTAtlOnss 4 ye Giron ne GCE RAR ROWER RR A Ae we ne 253 , 503 ,000 243 ,032 ,000 
‘Transportation sy ss 44 Gish Wah wA eA BLADEN Ah OE ee 97,431,000 88 , 984,000 
Administration, financial services, etc... ............0 cee eee 12,975,000 9,696 ,000 
Interest on Savings Bank accounts—Department of Finance... 103 ,000 340,000 
364,012,000 342,052,000 
Less: Revenue from financial and miscellaneous services credited 
US OR ERTICITO. ioa tr eta ct ce win hele wincs gia ae eee 23 , 393 ,000 22,184,000 
340,619,000 319,868,000 
Estimated value of major services provided without charge by other 
government departments— 
I CORMIER uaa. ule a hoe eA hdl Sats Mien a PR ea ae oe 36, 738,000 35 , 364,000 
Contributions to: 
Public Service Superannuation Account. ...............4. 28,876,000 26,159 ,000 
Canada Pension Plan and Quebec Pension Plan.......... 4,366,000 3,790,000 
Employee group surgical-medical insurance.............. 1,297 ,000 1,858,000 
Accounting and cheque issue services. ............00e00eeeee 765,000 750 , 000 
Employee compensation sinuses, nes BREA) the 433 ,000 402 ,000 
72,4768 ,000 68 , 323,000 
Provision for retroactive salary increase for 1969-70.............. 8,298 ,000 —_ 
421,392,000 388, 191,000 


EOS SHOOPMUEOM SIMSIOLD cai a a vanaee dia ult | ao cae ea ae $ 52,947,000 $ 88,187,000 
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The $67 million increase in gross postal revenue was due mainly to postage rate 
increases effective November 1, 1968, which were applicable to the full year 1969-70. 


The $21 million increase in expenditure from parliamentary appropriations was due 
mainly to increases of $11 million in salary and allowance costs and $8.5 million in 
costs of mail conveyance. The amount of $23,393,000 deducted from the total expen- 
diture from parliamentary appropriations is the revenue received from financial and 
miscellaneous services during the year which was spent under authority of Communica- 
tions Vote 15, Appropriation Act No. 3, 1969, 1968-69, c.36. This category of revenue 
amounted to $22,184,000 in the previous year and in order to make the previous year’s 
figures comparable, this amount is shown as a deduction from gross postal revenue in 
that year and also as a deduction from expenditure from parliamentary appropriations. 
Included in the 1969-70 expenditure was $438,000 for the hiring of extra trucks and 
drivers and security guards necessitated by the disruption of mail services in Montreal 
in the early part of 1970 and the damage done through violence to vehicles and property. 
Subsequent to the year-end additional costs of $555,000 have been incurred for security 
guards. 


In summarizing its operations the Post Office includes the following items as revenue: 


Polat onan peur ruer ACCOUNE All ac fo ois cee Sea ees pes yo vines $ 2,842,000 
Interest on funds in Savings Bank Account at 7%... 0... ccc cece eee ccc cee eees 362,000 

3,204,000 
Less: Interest paid on Savings Bank accounts at 24% (terminated December 31, 1969). . 103 , 000 
PO arOVCNUGHOCOPCOO ANCL) oC os. ts cee ecto cee se ccehncdaenctaeesnbauuecnys $ 3,101,000 


Interest paid on Savings Bank accounts was recorded as an expenditure of the De- 
partment of Finance and that Department benefits, through lower interest costs, from 
the large balances in the Money Order Account and Savings Bank Account. 


As stated in previous Reports (paragraph 302 in 1969), it is improper for a depart- 
ment to take unilateral action in such circumstances, and if the Post Office is to receive 
credit for the value of the balances held in these two Accounts, the Department of Fi- 
nance must give recognition to these additional costs. 


Paragraphs 134 to 138 in the “Comments on Expenditure and Revenue Transac- 
tions’ section of this Report deal with several matters noted in the course of our exami- 
~ nation of the Post Office. 


) 291. Supply and Services — publishing activities. On April 1, 1969 the Public Print- 
ing and Stationery Act, R.S., c.226, was repealed and the printing and publishing func- 
tions formerly carried out under that Act were assigned to the Department of Supply 
and Services by the Government Organization Act, 1969, 1968-69, c.28. These functions 
included the printing of the Canada Gazette, the Statutes of Canada and other govern- 
ment publications, the procurement of print for books and publications, and the dis- 
tribution of parliamentary, departmental and other publications. On April 1, 1970, 
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certain publishing and distribution functions were assigned to Information Canada. The 
comments that follow refer to the publishing activities as they were carried out by the 
Department of Supply and Services during the fiscal year ended March 31, 1970. 


A summary of expenditure and revenue for the year together with comparable figures 
for the previous year follows: 
Year ended March 31 


1970 1969 


Expenditure— 
Administration, publishing and distribution................. ....8 2,106,000 $ 1,896,000 
Printing and binding of publications for: 
OSM Gi cai atic ate'al ae ani ks Wy ES ONG alae’ ahge nl Siac, oy mae aie mn NN Ma ee 1,652,000 1,757,000 
Bio CSCELO Ole ay aul eke ei ie tars a are has een eae 216,000 140,000 
1, 868,000 1,897,000 
3,974,000 3,793 ,000 
Revenue— 
Sales of documents and publications. ............ 0.00. e cece eee 2,732,000 2,500 , 000 
Bt ETON 20 5 5.5 id WADE Ce ig Vie tik mh auk ee Ow BY ee en ees eee 65,000 22,000 
Ari work for Other departments. . 7... . +... + Ge met ket nwt cad 35,000 41,000 
2,832,000 2,563 ,000 
Mexcese-oh expenditure Over reventie.:. 5 6 o.so 6 ai ets Fins abe 8 eee $ 1,142,000 $ 1,230,000 
Excess of expenditure over revenue provided for by— 
Suppiyvand Services VOt6 20n 6 fico ns 5 ue neh os kh a ts ee ....$ 3,974,000 $ 3,793,000 
Less: Sales proceeds credited to revenue..............ceeeeceees 2,832,000 2,563 , 000 


$ 1,142,000 $ 1,230,000 


The summary does not include the cost of major services provided without charge — 
by other government departments as no estimate of the cost of such services for the 
publishing activities was made by the Department for 1969-70. In 1968-69 the value of © 


these services was estimated at $1,756,000. 


Expenditure for the year was $181,000 or 5% more than in the previous year while | 


revenue increased by $269,000 or 10%. 


The sales operation is handled by a mail order office in Hull, Que., six bookshops, 
located in the larger Canadian cities, and a bulk publications stores warehouse located 


in Hull which supplies the sales outlets. As at April 1, 1970 the sales operation became : 


the responsibility of Information Canada. 


Sales of publications during the year totalled $2,732,000 and the cost of printing 


publications for sale amounted to $1,652,000. Because the inventory records are not 
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complete, it is not possible to relate cost of sales to sales. In previous years (paragraph 
303 of our 1969 Report) we have reported the lack of adequate control over stocks of 
publications held for sale. This condition continues to exist. 


Over the years a number of studies have been made of the printing and publishing 
activities of the Government, the most recent being completed during 1969-70. In its 
June 1970 report the Bureau of Management Consulting Services of the Department of 
Supply and Services found fault with the several inventory reporting systems and re- 
commended that these be developed to give total physical and financial control of the 
inventory. 


The inventory was substantially reduced during the year by scrapping obsolete and 
excess stocks of publications having a retail value of $2.5 million. Some examples are 
given in paragraph 168 of this Report. 


Vote L33a, Appropriation Act No. 10, 1964, 1964-65, c.34, as amended by Vote L146b, 
Appropriation Act No. 1, 1970, 1969-70, c.24, established a revolving fund for the purpose 
of paying for print purchased from commercial printers. The revolving fund may not 
exceed $1 million. Disbursements for print purchases totalled $4,401,000 during the year 
and these were billed to the customer departments. The balance of the fund at March 
31, 1970 was $182,000 representing amounts owing by departments and agencies. 


The cost of providing publishing and distribution services for government depart- 
ments and agencies was not recovered. 


292. Unemployment Insurance Fund. The Unemployment Insurance Act, 1955, c.59, 
(superseding 1940, c.44), which provides for insurance against unemployment, is ad- 
ministered by the Unemployment Insurance Commission consisting of three commis- 
sioners appointed by the Governor in Council. 


The Act established the Unemployment Insurance Fund as a special account in the 
Consolidated Revenue Fund to which all contributions from insured employees and their 
employers, and the Federal.Government contributions equivalent to one-fifth of the 
total employer-employee contributions, together with interest on investments, are cred- 
ited, and to which benefit payments are charged. 


Financial statements showing the operations of the Fund during the fiscal year and 
the state of the Fund at the end of the year are prepared annually by the Commission. 
In previous Reports attention was drawn to the fact that the Act does not require that 
these financial statements be audited. The Public Accounts Committee has made refer- 
ence to this in a number of its reports, the last being in its Fourteenth Report 1966-67 
(see Appendix 1, item 3), recommending that these statements be required by statute 
to be prepared by the Commission and reported upon by the Auditor General. Although 
the Act has not yet been amended in this respect, the Commission submits its financial 
statements to the Audit Office for examination, and the statements for the year ended 
March 31, 1970, together with our report thereon to the Minister of Labour, are repro- 
duced in the Public Accounts, Volume II, pages 12.138 to 12.16. 
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The following is a summary of transactions for the past two years, together with 
the year-end balances at the credit of the Fund: 


Year ended March 31 


1970 1969 


Receipts— 

Contributions from employers and employees................ $ 491,783,000 $ 433,130,000 

COOUUr yu LIne [FOItr COMMIGMO. Vic ce ah ecw tone Bia aon Phe dite res 98 , 357 ,000 86 , 626 ,000 

Tnconie fron tivestments 1.5942 0444 AGi Ue. DCR. We. JANE 27 , 556,000 18,850,000 

ie 110 Fee A as COT RP CML Lee CORE em ae Fs Sn ee 164,000 171,000. 

617,860,000 538,777 ,000 
Disbursements— 

PICUOCUG CRA VELIOH GS. ao aie 8 eRe Mite a cae ae ere nen ees eg ar 542 ,058 , 000 459 ,089 , 000 
Excess of receipts over disbursements..............00 cee eeeeeees 75,802 ,000 79 ,688 , 000 
Balaned ati beginning ofiyear .9.2.9 .. Sta OS Se A. A Bd 382,340,000 302 , 652,000 
Fi anGe AG I OF WERE. so < seek ot oe Soa ae teats eee ene treme $ 458,142,000 $ 382,340,000 


Disbursements from the Fund do not include the administration expense of the 
Commission which amounted to $54,921,000 in 1969-70 compared with $47,514,000 for 
the preceding year, an increase of $7,407,000. This expense was met to the extent of 
$44,021,000 ($38,809,000 for 1968-69) from funds provided by Labour Vote 10 in ac- 
cordance with section 10 of the Act and to the extent of $10,900,000 ($8,705,000 for 
1968-69) by government departments which provided accommodation for the Commis- 
sion’s offices throughout Canada, contributions to the Public Service Superannuation 
Account and Canada and Quebec Pension Plans and accounting and other services, with- 
out charge. 


The increase of $7,407,000 in administration expense for the year was accounted 
for mainly by increases in salaries, wages and allowances, $4,754,000, and in statutory 
contributions to the Public Service Superannuation Account, $2,136,000. Accounting for 
the increase in salaries, wages and allowances were higher salary rates in effect during 
the year and more extensive engagement of casual employees, offset in part by the reduc- 
tion in the number of regular employees on strength from 4,478 at March 31, 1969 to 
4,304 at March 31, 1970. The increase in contributions to the Public Service Superan- 
nuation Account is attributable in part to the salary increases but, in the main, to the 
amortization of actuarial deficiencies arising out of salary revisions. An increase of 


$609,000 in expenses for office stationery, supplies and equipment included $105,000 as © 


the first full-year cost of renting a computer system, installed in February 1969 for pro- 
cessing benefit payments in the Quebec region, and $56,000 for similar equipment placed 
in the Ontario regional office in August 1969. Travelling and removal expenses increased 
by $286,000 attributable in part to the move of the Ontario regional office from Toronto 
to Belleville. The commission on unemployment insurance stamp sales paid to the Post 
Office was lower this year by $469,000 due to the accelerated phase-out of the making of 
contributions by the stamp-purchase method. 
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In 1969-70 the Fund’s excess of receipts over disbursements was $75,802,000 com- 
pared with $79,688,000 in 1968-69. A 13% increase in contribution receipts, from $519,- 
756,000 in 1968-69 to $590,140,000 in 1969-70, was due mainly to higher contribution 
scales, introduced by amendments to the Unemployment Insurance Act effective June 
30, 1968, being operative for a full year. The amendments also provided for substantially 
increased rates of benefit at upper levels of insurable earnings, the maximum weekly 
rate now being $53 compared with $36 previously. As a result there was an 18% in- 
crease in total benefit payments this year, from $459,089,000 in 1968-69 to $542,058,000 
in 1969-70, and a further substantial increase in the average weekly benefit rate paid. 
There was also a small increase in the number of claims allowed, but the percentage of 
the insured population drawing benefits and the average duration of claims was slightly 
lower. Comparisons follow: 

Year ended March 31 


1970 1969 


myerage aveekly benefit) rate. paisa. 0.4 . ddeje + 5 siepelapoods abides oto eke inle 2 $ 33.36 $ 28.33 
Number of initial benefit claims allowed................0.. cece eens 1,185,979 1,166,568 
Average monthly percentage of the insured population drawing benefits. . 5.6% 5.9% 
Average number of benefit weeks paid............... cece cece ce ceeee 14.7 14.8 


In keeping with past practice, we reported to the Chief Commissioner on each of the 
examinations of field offices made during the year. Our examinations are designed prim- 
arily to test the adequacy of internal control over contributions, other income, benefit 
payments and the collection of overdue contributions, penalties and benefit overpay- 
ments. The extent to which adjudication of claims complies with the provisions of the 
Act and regulations is also tested. Prompt attention was given to all audit observations 
and corrective action was taken where required. In appraising the validity of benefit 
awards, no attempt is made by the Audit Office to verify the accuracy or completeness of 
information regarding claimants contained in the records of the Commission beyond 
questioning apparent deficiencies in these records. This aspect of the verification of claims 
is carried out by the Commission’s own investigation-enforcement staff. Also, no attempt 
is made by this Office to audit the accounts of employers to see that employer-employee 
contributions are fully made to the Unemployment Insurance Fund and that each worker 
is credited with the proper contributions. These records are verified by the Commission’s 
revenue control branch. 


In last year’s Report (paragraph 94) reference was made to the inadequacy of the 
liaison disclosed in our review of the procedures in effect between field offices of the Com- 
mission and the Canada Manpower Centres. This subject is further dealt with in para- 
graph 79 of this Report. 
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Special Audits and Examinations 


293. In addition to the examinations of the accounts of the departments and agency 
and proprietary Crown corporations referred to in this Report, the following special 
audits and examinations were made by the Audit Office during the year, most of them 
in accordance with specific directions contained in various statutes: 


The Army Benevolent Fund Board 

The Board of Trustees of the Queen Elizabeth II Canadian Fund to Aid in Research on 
the Diseases of Children 

The Canada Council 

The Custodian 

Economic Council of Canada 

Exchange Fund Account 

Government of the Northwest Territories 

Government of the Yukon Territory 

Medical Research Council 

National Arts Centre Corporation 

National Museums of Canada 

Roosevelt Campobello International Park Commission 

Royal Canadian Mint stocks 

Royal Canadian Mounted Police (Dependants) Pension Fund 

Science Council of Canada 


294. The Army Benevolent Fund Board. This Board was constituted by the Army 
Benevolent Fund Act, R.S., c.10, and consists of five members appointed by the Governor 
in Council. The Act provides for a special account in the Consolidated Revenue Fund 
called the Army Benevolent Fund to which certain moneys were credited and from which 
there shall be paid 


to or for the benefit of [World War II] veterans or their dependants or the widows or children 
or former dependants of deceased veterans such amounts as the Board may from time to time 
determine 


together with the expenses incurred in carrying out the provisions of the Act. 


The Act directs that the Board be governed by the following principles: 


(a) plans shall be formulated on the assumption that there will be prospective beneficiaries 
for fifty years from the establishment of the Fund [in 1947]; 

(b) no grant is to be made by way of relief from the Fund where adequate relief is, at the 
time of the application, available from federal, provincial or municipal governmental 
sources; 

(c) where grants are made to assist in the education of dependants of veterans or of children 
of deceased veterans, bursaries shall be granted contingent on continued need and satis- 
factory progress and not as competitive scholarships based on academic standing; and 

(d) amounts paid out of the Fund are not recoverable unless obtained by fraud or misrepre- 
sentation. 
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The accounts of the Board were examined for the year ended March 31, 1970 
pursuant to section 11 of the Act and our report was submitted to the Chairman and 
members of the Board with a copy being provided to the Minister of Veterans Affairs. 


Receipts amounted to $215,000 of which $203,000 was derived from interest on 
deposits with the Receiver General and $12,000 from interest on Canada bonds. Disburse- 
ments totalled $482,000 consisting of $375,000 in grants to or on behalf of World War 
II veterans and $107,000 for administrative and case-work expense. The latter was a 
net amount after deducting a fee of $48,000 for management of the financial program 
of the Canadian Army Welfare Fund and a grant of $18,000 from the Department of 
Veterans Affairs to assist in defraying administrative expenses. 


After absorbing the excess of disbursements over receipts amounting to $267,000, 
the balance of the Fund was $4,462,000 at March 31, 1970 of which $4,200,000 was on 
deposit with the Receiver General, $256,000 was invested in Canada bonds and $6,000 
was represented by accountable advances and prepaid expense. 


295. The Board of Trustees of the Queen Elizabeth II Canadian Fund to Aid in 
Research on the Diseases of Children. The Queen Elizabeth II Canadian Research Fund 
Act, 1959, c.33, established this Board and the Fund to assist individuals or organiza- 
tions to undertake or carry on research into the diseases of children and the causes, 
prevention and treatment of such diseases. The Board consists of a chairman and six 
members and its headquarters is in Ottawa. The Government Organization Act, 1969, 
1968-69, c.28, stipulates that from April 1, 1969 secretarial and other administrative and 
technical services and facilities required by the Board are to be provided by the Medical 
Research Council. However, as in previous years, these services were provided by 
the National Research Council of Canada. 


As required by section 14 of the Act, we have audited the accounts and financial 
transactions of the Board for the year ended March 31, 1970 and have reported thereon 
to the Board and to the Prime Minister. 


The Act provided $1 million for the Fund and permits the Board to accept gifts 
for its purposes. The following is a summary of the Board’s transactions for the year, 
together with comparable figures for the preceding year: 

Year ended March 31 


1970 1969 


PEM a ir WN At, DERUININE. OF VORP i. i ai. « oo. cd-e 5 pisiaoe al ereie od kta a $ 955,000 $ 1,033,000 
ETNIES NEATLY CSTIICINIS To cA x cy che nthe sd bakes WN Gah Une Lae a 62,000 63 , 000 
1,017,000 1,096 ,000 
AWarueanpirovedsaunng year: 2 Ce a a RY 125,000 134,000 
Cont etence, On. DBCGIStTIC FOSCB ICD cutis end AE daw brasharediedrbac yin’ as 7,000 
125,000 141,000 

Less: Cancellation of awards approved in prior years.................. 21,000 — 
104,000 141,000 


PUBOIRGLG ie Ai CDC OL SRO tS pag cre ecntoties, somrematace ele Kp $ 913,000 $ 955,000 
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Two categories of awards have been established by the Board of Trustees, namely 


“Queen Elizabeth II Fellowships” and “Queen Elizabeth II Scientists”. Awards in the © 


first category are made to doctors of medicine or “other suitable fields of science” to enable 
them to obtain advanced training and experience in research related to diseases of 
children. The value of a fellowship ranges from $4,800 to $9,000 per annum, depending 
upon qualifications, plus a travel grant and children’s allowances where applicable. Also, 
a research allowance of $500 is awarded to the supervisor of each fellow. Four new 
fellowships totalling $31,000 were awarded during the year of which $27,000 remains to 
be paid at March 31, 1970. In addition, travel grants, children’s allowances and research 
allowances totalling $4,000, relating to fellowships, were approved and paid during the 
year. 


Awards in the second category cover the salaries of scientists appointed to carry out 
research at universities or teaching hospitals. Regulations approved by the Board of 
Trustees with regard to these appointments provide for payments of $10,000 or more 
per annum, depending upon qualifications, for the first three years and $5,000 per annum 
for the next three years, after which the institution at which the appointment is held is 
expected to maintain the salary of the appointee at an appropriate level without further 
recourse to the Board. Two such appointments were made during the year for which 
$90,000 was provided in the Board’s accounts. 


The Board continues to support five scientist appointees of prior years, and the 
outstanding liability of $100,000 in this connection, plus the outstanding liability of 
$3,000 for three fellowships awarded in the preceding year, was included in the total 
provision of $220,000 for awards approved, appearing on the balance sheet of the Board 
at March 31, 1970. 


296. The Canada Council. The Council was established by the Canada Council Act, 
1957, c.3, to foster and promote the study and enjoyment of, and the production of works 
in, the arts, humanities and social sciences. 


As required by section 22 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1970 and have reported thereon 
to the Council and to the Secretary of State. 


The financial statements of the Council are not reproduced in the Public Accounts 
as are the statements of Crown corporations and other operating activities. If financial 
information additional to the following is required, reference should be made to the 
annual report of the Council. 


An Endowment Fund of $50 million was established under the Act. The income 
earned on the investments of the Fund together with grants from Canada is used to meet 
administration expense and other expenditure for purposes of the Act (except for capital 
assistance grants to universities which are made from the University Capital Grants 
Fund). Permissible expenditures under section 8 of the Act include, in respect of the 


arts, humanities and social sciences: grants, scholarships and awards; sponsorship of | 


exhibitions, performances and publications; exchanges with other countries and organiza- 
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tions or persons therein of knowledge and information; representation and interpretation 
of Canadian arts, humanities and social sciences in other countries; and liaison with the 
United Nations Educational, Scientific and Cultural Organization. 


During the year the Council received from Canada an unconditional grant of 
$23,700,000 for the general purposes set out in section 8 of the Act. This amount is 
accounted for within the Endowment Account in accordance with a decision of the 
Council. 


The transactions of the Endowment Account for the year, with the comparable 
figures for the preceding year, are summarized as follows: 


Year ended March 31 


1970 1969 


Sirpiue At Ueginniie OF YOR... css coves css cces semen ete tl chcenes $ 481 ,000 $ 1,350,000 
Income— 
SCRE RODS CRNAs ee Wes all. Sy aody oc gieadodita as » ds assets 23,700,000 20, 580,000 
Interest and dividends earned..............cccccccecececececs 4,975,000 4,153,000 
Cancelled grants and refunds.............cccccecccccvccccecs 815,000 387 ,000 
29,490,000 26,120,000 
29,971,000 26, 470,000 
Expenditure— 
IAD Oe ee ER OT eee oe a OEE EP AE es Peo ie 26 , 852,000 24, 532,000 
Canadian National Commission for UNESCO................¢. 200 , 000 231,000 
Administration expense, less reCOVerieS..........cceceecceeceee 1,452,000 1,226,000 
28, 504, 000 25,989,000 
Reet COL OME gras ce oh hao Gwe iat pls, on eae ical ks. a ae © $ 1,467,000 $ 481,000 


A University Capital Grants Fund of $50 million was established by the Act from 
which grants were made to universities and similar institutions of higher learning by way 
of capital assistance for building construction projects intended for use in furthering 
the arts, humanities and social sciences. These grants were paid out of the principal and 
accumulated income of the Fund. 


During the year the Council allocated and authorized as grants to qualifying institu- 
tions the amount of $171,000 which represented the year’s interest and profits earned 
by-the University Capital Grants Fund. This brought to $68,517,000 the amount allocated 
and authorized as grants to March 31, 1970. Of this amount, the Council has paid out 
$66,505,000 of which $1,029,000 was paid during the year, leaving an unpaid balance 
of $2,012,000 at the end of the year. 
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In our 1969 Report (paragraph 310) reference was again made to the method 
employed in the allocation of the interest and profits, to the qualification of our reports 
to the Council and the Secretary of State, and to the Sixth Report 1964-65 of the Public | 
Accounts Committee wherein it was recommended that steps be taken to seek amending | 
legislation to provide clear authority for the Council to use the 1956 census and the | 
“hotch-pot” approach in the distribution of interest and profits in respect of the Uni- | 
versity Capital Grants Fund. As no action had been taken, the Public Accounts Com- | 
mittee in its Third Report 1966-67 reiterated its previous recommendation and requested — 
the Council to formally ask the Government to give consideration to the required — 
amending legislation with the objective of having it considered by Parliament prior to | 
the final closing out of the University Capital Grants Fund (see Appendix 1, item 9). 


In August 1967 we were informed by the Acting Under Secretary of State that — 
amending legislation to implement the recommendation of the Public Accounts Com- | 
mittee was being prepared by the Department of Justice. In September 1968 we were | 
informed by the Minister of Justice that detailed drafting instructions had not been — 
received by his Department from the Department of the Secretary of State in time for | 
amending legislation to be ready for the 1967-68 session of Parliament, and that since | 
the end of that session priorities in drafting legislation by the Department of Justice | 
had to be given to urgent and important items. In June 1969 and July 1970 we were 
informed by the Minister of Justice that no further action had been taken. | 


The Council may, under section 20 of the Act, acquire money, securities or other — 
property by gift, bequest, or otherwise, and may expend, administer or dispose of them 
subject to the terms, if any, upon which they are made available to the Council. With © 
the exception of parliamentary grants, moneys or property received by the Council | 
pursuant to this section are presented in a consolidated balance sheet designated ~ 


“Special Funds”. 


The principal of funds received by the Council pursuant to section 20 of the Act, | 
together with the net profits on disposal of securities, held as a reserve against possible ) 
future investment losses, at March 31, 1970 and the comparable amounts at March 31, — 
1969 were: | 


March 31 


1970 1969 


The Izaak Walton Killam Memorial Fund for Advanced Studies. ...$ 10,183,000 $ 8,670,000 


Special Scholarship’ Fand : 2/00. eee Se Ae le eee 1,819,000 1,806,000 
Molson’ Prise Fund sso. sc cc cee: ok Conran ea ee tee 822,000 618,000 
Lyncirptaunwn FU00..s.c.ccccnsensucteccraccelceuae elton 704,000 700 , 000 
Jotm 3. C,  Wathins Patate,. .. c.07 tse rank cso tet e oe te eee 26,000 19,000 


$ 13,554,000 $ 11,813,000 
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The surplus earnings of these Funds which were available at March 31, 1970 for the 
purposes designated and the comparable amounts at March 31, 1969 were: 


March 31 
1970 1969 
The Izaak Walton Killam Memorial Fund for Advanced Studies.......... $ 594,000 $ 572,000 
iim ler tee Unt Mba tra dicn sgor urna rele daly % Gareel es hile 1a Ole 473,000 350,000 
Re Re CUBS ats al eS ate ty wich, Ow alvgveg “d's a «bse Sow view bch os Be 14,000 19,000 
BECCA UOTE ETL tee Oe Te een eo OT re Cee Eee LOT, OSS 53,000 12,000 


$ 1,134,000 $ 953,000 


During the year income earned by these Funds, grants authorized, charges paid 
and the amounts added to surplus were as follows: 


Adminis- 
trative 
Grants and other Added to 
Income authorized charges surplus 
The Izaak Walton Killam Memorial Fund for 
; Mr aneed tides 0. bss oes silos eae ds ess $ 589,000 $ 525,000 $ 42,000 $ 22,000 
\ Special Scholarship Fund................... 123 ,000 — — 123 ,000 
| GUE Tg ay 2 es Re ee en 42,000 45,000 2,000 (5,000) 
Lynch-Staunton Fund...) 02. 00..000 609. 41,000 o _ 41,000 
$ 795,000 $570,000 $44,000 $ 181,000 


297. The Custodian. In accordance with Regulation 6 of the Revised Regulations 
_ Respecting Trading with the Enemy (1943) as set out in the schedule to The Trading 
_ with the Enemy (Transitional Powers) Act, 1947, c.24, the Custodian is appointed 
_ “to receive, hold, manage, release, dispose of and otherwise deal with all property which 
_ is reported to him, received or controlled by him or vested in him”. Pursuant to the 
provisions of the Department of Consumer and Corporate Affairs Act, 1967-68, c.16, 
the Minister of Consumer and Corporate Affairs is the Custodian of Enemy Property 
and the Deputy Minister is the Deputy Custodian. The Custodian’s Office is administered 
by an Assistant Deputy Custodian in Ottawa. A report on the audit of the Custodian’s 
accounts for the year ended December 31, 1969 was made to the Minister of Consumer 
and Corporate Affairs. 


| The assets under the administrative control of the Custodian, which were valued 
in accordance with bases explained in an addendum to his statement of assets and 
liabilities (Public Accounts, Volume II, page 3.9), increased by $198,000 to $2,960,000 
at December 31, 1969. The increase results mainly from an increase of $187,000 in the 
equity in holding companies, revenue of $18,000 from securities, which was not credited 
to the Custodian’s Office Administration Account, and the receipt of additional assets 
valued at $7,000, offset by the release of assets amounting to $15,000 to two claimants. 


250 REPORT OF THE AUDITOR GENERAL — 1970 


Under the Regulations, the Custodian may charge against all property investigated, 
controlled or administered by him, whether it has been vested in him or not, a fee for 
services rendered not exceeding 2% of the value of the property including the income 
therefrom. He is also permitted to employ such part of the property vested in him or 
the proceeds therefrom as may be necessary to pay the expenses incurred in the adminis- 
tration of the Regulations. 


In addition to the income from fees, any income received from vested assets which 
consist of, or are converted into, cash or Canada bonds is credited to the Custodian’s 


Office Administration Account, from which expenses of the Office are paid. We have © 


drawn attention to this procedure in past years because it is not consistent with the 
treatment of income arising from other assets vested in the Custodian. In February 1967 


we were informed by the Deputy Custodian that, on the basis of his interpretation of © 


an opinion given by the Department of Justice in 1947 and discussions with officers of 
that Department, he was satisfied that the Custodian was acting within his legal rights 
in retaining the income from the bank deposits and Canada bonds included among the 
vested assets. It is our opinion, however, that the Custodian is empowered to retain the 
income from any asset vested in him only to the extent that it is required to meet 
expenses incurred with respect to that particular estate plus a percentage of general 
expenses. 


There was an excess of income over expense in the Custodian’s Office Administra- 
tion Account in 1969 of $72,000 which was added to the surplus account, increasing the 
balance to $922,000 at the year-end. A summary of income and expense for the past two 
years follows: 

| Year ended December 31 


1969 1968 
Income— 
Ineonie Thom): vest Ss x oo tn o's en © sa Se cn My hoo Ed oa ae 6k $ 148,000 $ 123,000 
Triterest. on banks GEpOsis. Sn ee eee AO, CO TOR POT Te TE lee 5,000 6,000 
Fees on assets released from administration.............0.ccceececces — 4,000 
153 ,000 133 ,000 
Expense— 
malarios Abd enaployee DONGMIS. 4.6555 < ps5 ok «6 sind dem eae aps we eae 73,000 64,000 
CINCO TONE, o.oo. t as sce cere eee Reet ee eee ec See Smee Ee 7,000 7,000 
Other IS0A LLM. nan). oe. Ghar. Meee Mt WES weclateeels. Bate 1,000 4,000 
81,000 75,000 
Bierce of inoue aver Gxnenaey 25 caakies Give a eae citale ete Berea enetset eae $ 72,000 $ 58,000 


Higher bond holdings and rates of interest account for the major portion of the 
increase in income from investments in the year. The absence of fees on assets released 
from administration results mainly from there being no transfer of funds to the Minister 
of Finance for credit to the War Claims Fund during the year. 
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298. Economic Council of Canada. The Council, consisting of a chairman, two 
directors and twenty-five other members appointed by the Governor in Council, was 
established as a corporation by the Economic Council of Canada Act, 1963, c.11, to 
advise how Canada can achieve the highest possible levels of employment and efficient 
production. 


As required by section 20 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1970 and have reported thereon 
to the Council and to the Prime Minister. 


The following is a summary of the expense of the Council for the past two years: 
Year ended March 31 


1970 1969 
DPAIATIOS BNC CMDIOVEO DONEIIS. ...4..0 050 ce ccc vececsswercasvcuesees $ 1,483,000 $ 1,249,000 
Proiessional and special services... .. ic esmsiecdss achat antes 195,000 210,000 
INCOOMENG ALIGN: <i s bss ins 0-4 ds oe BRO. Hen ded bA . swansea ck ae 98 ,000 90 ,000 
Office equipment, furniture, stationery and supplies................... 61,000 49 ,000 
VRID POINOVAL, SOs Ps OENL, "su 5,5-,6 5 on so di nds 1.0 0 Ge EAE OIRI OM oD Oe 47 ,000 57,000 
Publication of reports and studies............. ccc eee e cece cece cece 31,000 26 ,000 
Telephone, telegrams and postage............ cece ccc cece cece eeseees 24,000 20 ,000 
D1 UNCCIIBUCOUS 504 656 40°50 cass a0 oie oils « CARLO EDEEE cord. + Roewenbeiz ee 8,000 10,000 
ee Aree ets. oo, , MALO OE co ok dee tbe baie oes cee ee eeeele e's $ 1,947,000 $ 1,711,000 
Total expense provided for by— 
SEIU YY OUTICIL VOUC COCs ies caso ccscc nde ceaveedees seus ree cules $ 1,630,000 $ — 
Privy Council Vote'20 of 1968-69. ................. 00 sul U oeieee ele vie cee — 1,479 ,000 
Government departments which provided major services without 
eR seh e a Peels adhe s ki ele aie e ES EOE oe eS 317,000 232 ,000 


$ 1,947,000 $ 1,711,000 


The expense for 1969-70 included $90,000, for studies begun in 1966 and on which 
a total of $436,000 has been expended to March 31, 1970, for a special reference from 
the Government concerning the responsibilities of the Department of the Registrar 
General of Canada (now the Department of Consumer and Corporate Affairs) relating 
to: interests of the consumer; combines, mergers, monopolies and restraint of trade; 
patents, trade marks, copyrights and registered industrial designs. 


299. Exchange Fund Account. This Account was established in 1935 “to aid in 
the control and protection of the external value of the Canadian monetary unit”, and 
now operates under Part III of the Currency, Mint and Exchange Fund Act, R.S., c.316. 


As required by section 27 of the Act, we have audited the Exchange Fund Account 
and the transactions connected therewith for the year ended December 31, 1969 and 
have reported thereon to the Minister of Finance. This section requires a certificate to 
be given annually to Parliament and I now certify that, in my opinion, the transactions 
in connection with the Account have been in accordance with the provisions of the 
Act and that the records of the Account show truly and clearly the state of the Account. 
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The advances to the Exchange Fund Account from the Consolidated Revenue Fund 
at December 31, 1969 and 1968 were represented by the following: 


December 31 
1969 1968 
ama ae Orne te Eee os cas tie 2 ae Kaye bake Rew eee Miles $ 750,000 $ 836 , 000 
Deposit with Bank for International Settlements, with accrued 
ntereste.s tears uses Ghd)! tester es bios ee eee ee — 6,804,000 
Deposit with Bank of England, with accrued interest......... 86,544,000 108, 136,000 
United States dollars, and securities with accrued interest..... 1,616, 861,000 1,915, 156,000 
International Bank for Reconstruction and Development bonds, 
WEG EL ACEC. NTLLOTOSE «cnc ari che aisbt aan siseruake vanaraooue «tacts 38,620, 000 10,970,000 
International Monetary Fund note, with accrued interest..... 103 , 448,000 — 
COL SEs SA keen ass AG STOLE Pe SO se STE ERT CL CPST RR 943 , 067 , 000 933 , 046 , 000 
Suspenster ve av) ccd os oe ene? ae waa oh ee 65,000 291,000 
2,789, 355,000 2,975,239 ,000 
Deduct: 
Due to the Consolidated Revenue Fund, in accordance with 
section 24 of the Currency, Mint and Exchange 
Fund Act: 
Earnings for the year on investments............... 104, 237,000 73,075,000 
Net profit for the year from trading operations in for- 
eign exchange, gold and securities less loss from 
net valuation adjustments on unmatched pur- 
CUES OP IO ie en tla ae is Se aoe eee 836 , 000 11,435,000 
106 , 073 ,000 84,610,000 
SSUIPTILIG s.b;.dedeods cake Seer a ee so ch ks ans Re aes 30, 282,000 29,729,000 
135,355,000 114, 239,000 
Advances from the Consolidated Revenue Fund.............. $ 2,654,000,000 $ 2,861,000,000 


~The United States dollar holdings were valued at $1.08108 (par of exchange) at 
December 31, 1969 and as a consequence the valuation of the holdings at that date, 
$2,788,540,000, was $21,325,000 greater than if the closing market rate of $1.0728125 
had been used. 


The earnings on investments and the net profits from trading operations in foreign 
exchange, gold and securities less the loss from net valuation adjustments on unmatched 
purchases or sales, amounting to $105,073,000, have since been paid into the Consolidated 
Revenue Fund as revenue of Canada. 


On May 31, 1970, the Minister of Finance announced that, for the time being, 
Canada would no longer maintain the value of the Canadian dollar within the agreed 
margins of plus or minus one per cent of the official par of exchange. As a result, the 
closing market rate of the United States dollar on December 31, 1970 was $1.01125 
and the value of United States dollar holdings at December 31, 1969, $2,788,540,000, 
had declined by $180,120,000. 


300. Government of the Northwest Territories. The Northwest Territories Act, R.S., 
c.331, provides for the appointment by the Governor in Council of a chief executive 
officer for the Territories, to be known as the Commissioner, and for a Council of the 
Territories consisting of twelve members, of whom seven are elected and five are appointed 


ee 


ee 
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by the Governor in Council. The Commissioner in Council is empowered by the Act 
to make ordinances for the governing of the Territories in fields paralleling those normally 
within provincial jurisdiction. 


As required by section 19c of the Act, we have examined the accounts and financial 
transactions of the Territories for the year ended March 31, 1970 and have reported 
thereon to the Council. 


The following is a summary of expenditure and revenue of the Government of the 
Northwest Territories for the year ended March 31, 1970. Significant changes in the 
classification of expenditure preclude detailed comparison with the preceding fiscal year. 


Expenditure— 
Operation and maintenance: 
UNMIS OE NNN ca ec ecay cad io acta sb gsarbfdive fa) oie caso do Some, ase Suinsechicns ior 96 Se ER in 2 $ 7,465,000 
ere EN PRM ener ee ety Cie Me, ely UL 5 Reda ck Gs bo vale Akh be dak ala ae wekhe €4 2 7,459,000 
PR ase ROT cana tenn lS? sale irs dure ace bocceins nds 1 tivedoeeth Oe ces ek 3,989,000 
I ee er Ad PO log dull Oa Ft iG oA ile ad ae PO cs 3,776,000 
Weal es. aoe ee, Sees, AW. SULERELOS, T AGATA. sO .ABeon 3,350,000 
ea OE Mois WM. Dae Siecle: nisisniigs sar veel «joud hase hpi lle ers wala 3,159,000 
Peery ICV ODIO Gs ysis cs x wgle ks he bn bp Os 44 WAG 9 7 on 4 RI Es os 1,972,000 
er ORT OL AI okey vas tsa 6k dew ed ale eo awa bs Haw 0 55 ee Ram aes. 1,119,000 
Perry i Ale) renatirar. Lownie. eo ik, Sato. cee ee las ob cece so 6b nae ne 721,000 
ota sge ies dpe (OES UAB OS Gplctity Jan ON ella hee reerd earls aie hae) nA. 225,000 
33 , 236,000 
PAterocu On 10ane Tron) Cans’ Mie Wk tk hl AST, 1,021,000 
BR CA a re So ihe a oy ‘al ad te 7,023,000 
41,279,000 
Revenue— 
Federal grants: 
EAM railed Beh Ws Lek gpa ca hdl Ae stv whi desig GAS aso wal ARIES PUN 5 8,718,000 
aT MR ao he crs Gen Be lh Slo es 04 4 gs aN Aine U5 cine gee 1,616,000 
10,334,000 
Operation and maintenance: 
PRE Sia ea ks Ge Cea Ge Fhe Ps eo eA toe a C2 s edcheeidn ne eee 2,148,000 
Cee ee ee HH F SUR A A MMO HOt ys Sasa betel lela WAG we Sate eat OE Wx » 2,130,000 
Poe errr nun es Cok Trees Sse erase et see rrte es es eee ee 735 ,000 
CRTs CME OOS Mies ss cs ak oa ES Yad ba cw 4 Awana Bhar eee ARR 685 , 000 
Dr em RECO CSE A ie 5 Vd yc Pur naa wid MIR ee cee tte eS 454,000 
We gly Ae yaa SR gag 4 a CO ee ee a Ae Cs ae 439 ,000 
6,691,000 
Expenditure recoveries under Federal-Territorial cost-sharing agreements 
Transfer grants for additional programs assumed during the year............. 12,492,000 
TARAIE I. FTAA ER ERE OPH, ARR s DAC TAOY, FED, SPEC R NETL «OES Ot 2,185,000 
Pntlian Ande enn0 boUsne ss 6 ets) 285 es ee ee et dso sees FE 906 , 000 
Retr hE Siok 5 oa od pee a kD kk OES 1S eS ee ants 1s 891,000 
RPOTV AIL, Bata ty Peas es ERD Ad. sR Rae Nelo ed Sipe kd REL INLe ade dae bie 290 , 000 
OR Pe COA a, 5 Meee oO Me ee oat) OS oo cnenuie +f slowie denen te > ae tas 238 , 000 
RTs cs oF eds Ved as ate Keo caloalae a chai des hab ceavadacsen'set 191,000 
Rata Verney be ose LOO, (ROO OCR. 4. ee 103 , 000 
Pare A eV RLODINOT Ee at ee ee oo A a aks wikia ais path ota 22,000 
17, 318,000 
Ethene CADIGR POPOV OTIC’. $24 45s Fete g Pees ole Oe rare oe ce ee Petes eae, AVE, 2,143,000 
36, 386,000 


Reese Or SxMennitire Over TOVenteat tow oe . o suleswa sic » Po sae aes «bes Pea REY» vas $ 4,893,000 
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The amount of $906,000 received for the Indian and Eskimo housing program was 
in the form of advances from the Federal Government. No accounting has yet been made 
of expenditures against these advances since the related costs are not identified in the 
Territorial Government’s records. A liability to the Federal Government for unused 
funds may exist but the amount, if any, cannot be determined until a final claim has 
been prepared and submitted. 


301. Government of the Yukon Territory. The Yukon Act, 1952-53, c.53, provides 
for the appointment by the Governor in Council of a chief executive officer for the 
Territory, to be known as the Commissioner, and for the election of a Council composed 
of seven members. The Commissioner in Council is empowered by the Act to make 
ordinances for the governing of the Territory in fields normally within provincial 
jurisdiction. 

The accounts and financial transactions of the Territory are subject to examination 
by the Auditor General of Canada in accordance with section 26 of the Act and accord- 
ingly we have made an examination for the year ended March 31, 1970 and have reported 
thereon to the Council. 

During 1969-70 expenditures for advertising, travel, living and removal expenses, 
which in 1968-69 were provided for in one separate appropriation, were provided for 
in each department’s appropriation. The following is a summary of expenditure and 
revenue of the Territory for the year ended March 31, 1970, with comparable amounts 
for the preceding year: 


Year ended March 31 


1970 1969 


Expenditure— 

Operation and maintenance: 
Péragnnel serviceas ty s lay dibs's hid de evi DCS Rs THRE $ 5,451,000 $ 4,411,000 
Euiginoering:s ya's i sees duak lads beses Peete cawk oven eee box 2,649,000 2,522,000 
Hialipatiarin ai tiles oe at TO Pe ee es eta ie ote dias ae 1,268,000 1,195,000 
Yukon Hospital Insurance Service..............0.000e000. 1,108,000 868,000 
Municipal Affaneors77om Bea IER eS 984, 000 583 , 000 
WRUAIG.  ctau tested te teeter eater hatin re ie cue teen 614,000 421,000 
SEORIL. oud ur aa Geo ki ah EA Ye rere TAS Ge 2 oe kaie as <0 447,000 365,000 
‘Travel and Publicity... 66i<ccicciiaettss ikaaeetertae eres 110,000 76,000 
Correctional Ungtryte. vss iy %.0u aig sine ge ¥52 0:0 66 nas Snes 5 108,000 102,000 
UGS as cea aN as Gods ka ued 'a ne hae eee ta eRe a ROe CR ae pa 864,000 773,000 
13,603 ,000 11,316,000 
Interest on leans from/Canada i /3si02i . { ACA. Lee ae 891,000 604,000 


Project cavitals) }: AiG Uae Bee ts oe Ae bee ee eS 8,890,000 5,289,000 


23 , 384, 000 17,209 ,000 
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Year ended March 31 
1970 1969 
Revenue— 
Federal grants: 

Soe AAT eee Ce Nps aa do eet aa hk ks $ 5,306,000 $ 4,612,000 

MTT MINOT ANION ASS ks Wea sae ois ae thc ive « aed ouwrl woe > Beans 2 1,331,000 1,003,000 

DAVEE SCT ORG 6 ss hence ORUEK Cnt GOR s Wintec oad OEE PRE 117,000 94,000 

6,754,000 5,709,000 
Operation and maintenance: 

neon we RS Ol OO EIGTe Se eh? ES 2,391,000 2,091,000 
| RIN I ae ee ee OG Lae ceed REA Ae eee Ue ky 1,511,000 1,391,000 
| RO te ee Pern eee ee cl WOO Yat 596, 000 458, 000 
| Peter en aK ICOM cone St has phe ee elke 6s oe bans 189,000 88, 000 
| ML te AE Ps she fed cba Soa aAcbeab Eee RE: 138,000 132,000 

4,825 , 000 4,160,000 

| Expenditure recoveries (including $3,485,000 under Federal- 
: Territorial cost-sharing agreements): 
| Bapincerugtusd tant ttvew - ON O58. were dtinaos 1,888,000 1,872,000 
| Yukon Hospital Insurance Service...............00eeeeeee 699 , 000 586 , 000 
) alse), 2216. amet adT . cooler’). at 622,000 310,000 
| Rani ipa Attaiaeon. waieiaguwt.) esine. datz. 532,000 272,000 
| 
| Pcicavionauoiann .2Sthho .GAUr, Hie Aaiiie oan 415,000 311,000 
| Honiton he nett led2ettt od. eccit. oentt wor wsn - 106,000 78,000 
: Ohta -aieree ce -e8: eta. Motietoges). ads:: ya bon 45,000 471,000 
4,307,000 3,900,000 
! 
Boston enrittal recoveries: is 4 sc6 2s go cob Coad baisemovasadears 3,339,000 1,683,000 
| | 19, 225,000 15,452,000 
| Excess of expenditure over revenue. ......... cece cece eect eee eens $ 4,159,000 $ 1,757,000 


302. Medical Research Council. The Council was established as a corporation on 
| April 1, 1969, by the Government Organization Act, 1969, 1968-69, c.28, to promote, 
assist and undertake basic, applied and clinical research in Canada in the health sciences, 
other than public health research. The Medical Research Council, as established under 
_ the Act, continues to support the programs of its predecessor of the same name which 
operated within the framework of the National Research Council of Canada. 


As required by section 68 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1970 and have reported thereon 
to the Council and to the Minister of National Health and Welfare. 
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A summary of the Council’s expenditure for the year ended March 31, 1970 follows: 


Scholarships and grants— 


Grants in aid: of recéarebws £66.26%:2e5% sear tee Bade PA, BOS eo $ 20,771,000 
Liireoh: Parson! BUPIOTE As Sou -4 beth dae shes cntes «ED a cate aan ea 7,718,000 
WOSHGRION DORIOh Ais cee eos cn Pea eT Colert had wa ei at ee Ee 2,402,000 
80,891,000 
Administration— 

BALAriey ANG Cran lovee DOHONIs sos .5 5a en dN eae be Uknd beeen eee E ee ee 205 , 000 
COUT ChOG MSOs te os kee ee toe Sol Se Se ETS 8s ee ee oe eaten eae 67,000 
Printing, stationery: and office sOpplies.. 60. sic Yos.a bbs te Wald belo nie A 44,000 
CCOMIOURICGLIONS 2.0. alias Cole wud eee d «leis Lae Oran bogie & te «ee «eee 34,000 
TTOIRGsIONAl BEG’ SHCEI SOLVICES. 5 <. o's as Penns oa Mae Eh es «Regs ane eels 13,000 
Cities. Blt, Oh AM, Bate eR ee ade ek eee eee ne Te eee kane eee eee 29 , 000 
392,000 
OVAL OPCS sy AW ee ethos Ea et VT ech ata what es lata ein ar an ane $ 31,283,000 

Total expenditure provided for by— 
National Health) avid: Welfare. VOb0 BB. ascinc as wae we mains o awe = wa aM enema RE $ 30,891,000 
National. Health and Welfare Vote S007 es. oon ee Ped 0 a lee ace ak eh 324,000 
Government departments which provided major services without charge........... 68 , 000 


As at March 31, 1970, the Council had outstanding commitments amounting to 
approximately $37,000,000 in respect of future grants and scholarships. During the year 
refunds of previous years’ expenditure, $76,000, were credited to non-tax revenue. 


303. National Arts Centre Corporation. The National Arts Centre Act, 1966-67, 
c.48, established the National Arts Centre Corporation consisting of a Board of Trustees 
composed of a chairman, a vice-chairman, and nine other members appointed by the 
Governor in Council and the persons from time to time holding the five public offices 
named in the Act. The objects of the Corporation are to operate and maintain the 
National Arts Centre, to develop the performing arts in the national capital region 
and to assist the Canada Council in the development of the performing arts elsewhere 
in Canada. 


The cost of the National Arts Centre including furnishings and equipment to March 
31, 1970 amounted to $45.1 million which was provided from parliamentary appropria- 
tions of the Department of the Secretary of State. The Centre is not included among 
the assets of the Corporation and we are informed that the Department of Public Works 
intends to lease it to the Corporation for twenty years. Under the terms of the proposed 
lease, the Corporation is to assume responsibility for both maintenance and operation 
of the building but will not be required to pay rent or provide for interest and deprecia- 
tion charges. If this policy is followed, the accounts and financial statements of the 
Corporation will not reflect the true costs of operating the National Arts Centre. (See 
paragraph 80 of this Report.) 


As required by section 16 of the Act, we have audited the accounts and financial 
transactions of the Corporation for the year ended March 31, 1970 and have reported 
thereon to the Chairman of the Board with a copy of the report being provided to the 
Secretary of State. 
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At March 31, 1970 the proprietary equity was $148,000 in the form of working 
capital and is the amount by which the annual parliamentary appropriations have 
exceeded the net cost of operations since the opening of the Centre. 


The 1969-70 appropriation for the Centre provided by Secretary of State Vote 50 
was $2,500,000 which was $317,000 less than the net cost of operations of the Centre 
for the year. 


The net cost of operations for the year, during ten months of which the Centre 
was in actual operation, was $2,817,000 compared with $965,000 in the previous year, 
when the Corporation’s activities were mainly confined to research, organization, planning 
and preparing for the opening and operation of the Centre. 


The following is a summary of operations for the year ended March 31, 1970: 


Expense— 
Direct cost of concerts and theatrical performances: 
Wisin ATTTACtIONSS.. slower, .bvsinsun wore ight. oa). ceswiupnaee ed. & een... $ 767,000 
BYR MCHUMALT crite, Sy Porictas, ), oh She 'clk Lil. a Silica,» Wide Wik bah ate ath G4, 5 Gteroce 517,000 
OeEOtAt A Tue CEG OECCSITA. es bn bcc cisls salccas ca gete date oo Eerie oe. 426 ,000 
MRMEIAT LOCALE DLORTAIIGs flea. sss ov x uw ¥ 50 cure ee hee o0.0 ne Gohl hols ce 532,000 
General and administration: 2,242 000 
AIATICS ATG OMIDID YEO. WENEUUS su: wens dkia'. bule Gey erare ev Hle's o's ou alee eee ee ee ba 876 ,000 
Che PGI ERIVE OL OTOOLEOU S. csuts Ss cis sails ietacghanere ck vine dd hn ame Sieh ba elegut AEE 428 ,000 
RRO Mee Nee. eee RN, eee PORTE TN s Net See See ee eats es URE TS RES 316,000 
Beckriiy CUATOSTUSHeIS ANG PiliOs fy. s49 0G. Saw Aedes» oo Swag RG 206 , 000 
Beg AR IS rae ache a ee ai-g inl 3 fa sanorn wm wee M9 a, labo Sh Cw Wn 174,000 
eC IEh Lee et re eS Aas PA 0a wid Se a cee ld Uw Oo Lares Saew de ale Bes 74,000 
DONsUtANte SOrvices ANG CXPONSES.s oe kos 5 vis Sid cs Vas vo eld bles de lemle naa vee 60,000 
moientonemnditelcgraan’® fs aeeie Nils . ei cee ati held was evident Sane 41,000 
Employees’ travel and duty entertainment............. 02. cece ccc ec cc eececes 32,000 
De ore eel atk « Malk> 4.¥ 400% & aysiew tees lesa kd oo & apie 9 toa aha aes 25,000 
DEUISt OCH ates ANG OXPCHSES Wy. f2 sa 5 thet ob Gealns obsess he blaials's aceemibew nays 21,000 
EG oe a inte, Oct ee tN Bedin Eonar it vtatind @ Maleig eine » oth 5 a alereine atotada 56,000 
2,309,000 
4,551,000 
Income— 
Concerts and theatrical performances: 
Wy SO He PAe ONS.) icine dane Sea deies sd sakes as Deu aie e eles os he ae 657 ,000 
OA Te ee Na ha A ill Bas iis alts Nese RIS ulietdies  ACMEST, 209 , 000 
INALIOD AME Tee CRETe OTCHOSUTA |b via occ oe xaos 0 p00 von o's obilele talebie™s Oa la dlees S 172,000 
Peasy eres DYORT AIDS 115 oh ole ka ee oe a n's SEE AUME ow PEO WOKE See oes 217,000 
Te NS als hea atuccieincaaie «or oa ie vona nie aha egies 64s s.uo ome sss 199,000 
Other income: 1,454,000 
PALES Os CEs Fs TURNS SUR URS ORCS TSE a5 4 oe eas Riedie's REN ete od nly 288 ,000 
Roentalal fae. pio S eee Oa ek Fos, SEN Rae a PES 89,000 
CCE Tn i ee Re. Ba ne ante MaMa urea + in a aks 69,000 
VL ISCOLIATVBOUES Feet, MRP notaries rus ote ee Goethe a bates tele ote tN aioe ale sabe eh eee 30 ,000 
476,000 
1,930,000 
Fexcessof ExpenseiaVerMicOMe. » ui. ov dene denee varocese> ceed, due saws. sumed. k 2,621,000 
Add: Loss on, restaurant operationstiim. aaboered em uations. seid. sioaniael yes 196,000 
Net cost of operations, not including interest and depreciation charges connected with the 
eet ee Pas I yo k's he ay 4 os Phd an val acne be a> PA a ak kD see $ 2,817,000 
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Of the loss of $196,000 on restaurant operations, $191,000 was incurred in the period 
April 1, 1969 to January 3, 1970 when the restaurant was operated by a catering firm 
on a management fee basis. 


304. National Museums of Canada. This Corporation was established by the 
National Museums Act, 1967-68, c.21, and consists of a Board of Trustees composed of a 
Chairman, a Vice-Chairman, the Director of the Canada Council, the President of the 
National Research Council of Canada, and ten other members appointed by the Governor 
in Council. The purposes of the Corporation, comprising the National Gallery of Canada 
and the museums of human history, natural history and science and technology, are to 
demonstrate the products of nature and the works of man so as to promote interest 
therein and to disseminate knowledge thereof throughout Canada. 


As required by section 21 of the Act, we have audited the accounts and financial 
transactions of the Corporation for the year ended March 31, 1970 and have reported 
thereon to the Chairman of the Board, with a copy of the report being provided to the 
Secretary of State. 


The following is a summary of the expenditure of the Corporation for the past two 
years: 


Year ended March 31 


1970 1969 


Administration, operation and maintenance— 
Salaries, wages and employee benefits..............ccceceecees $ 3,636,000 $ 3,131,000 
PCCOVMNOORTOI: hs ta 4 sets okt de tet ae Gas Ot bok ee oe 2,904,000 748 ,000 
Scientific and other professional and special services............ 652,000 590,000 
Protective SOrvicess. Gc eee SE SA eee 550,000 511,000 
M Ateriale Onc BID DTG... 5)? eis sb biass + euieuactene wan Guadben Aan 262,000 281,000 
fy RT ig POND BP PE EL Ne pas oa Sao SAIN PP IARI 259 ,000 224 ,000 
PUDBCRUONS Ae FE res Be eee vas eee VP Oe CET OUT LR ee Eran 235 ,000 284 ,000 
Office supplies and equipment including books................. 202,000 . 202 ,000 
Exhibition rentals and photography services..............e000- 119,000 141,000 
Caimminicntions: cuacn i ate eet eh se, Ae 109 ,000 101,000 
PRIA BOPUIGAS, «its tk «iin OH was ede te Maha chee tee 95 ,000 221,000 
Lransportacion,. Of OXDIDIUONS . «4 5.400% % sass anan anos aceon 82,000 174,000 
CGOR cS Ges. RRS reek A Ein ee a eee a SPE ae es OD 210,000 239 ,000 
9,315,000 6,847,000 
Works of art, artifacts and other objects.............cccececcccees 1,449,000 991,000 
Machinery, equipment and furnishings.................ceccceecces 385 ,000 347 ,000 
CEE OXPVOUIAGULG io i sip ose ie ve ice wR a Ee $ 11,149,000 $ 8,185,000 
Total expenditure provided for by— 
BOCTOGRT VOL ERGO FOUEUTUs s > cid ehiwily 5 oy see eewee bee $ 6,289,000 $ 6,023,000 
National Museums Purchase Account................. in GER 1,449,000 991,000 
Government departments which provided major services without 


ONOIGG, 7 cco e Rane eave cL ee Rare CR Deee PE ET eE ECC RET 3,411,000 1,171,000 


$ 11,149,000 $ 8,185,000 
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Miscellaneous receipts amounted to $38,000 comprising: $21,000 from exhibition, 
lecture and restoration fees, etc.; $9,000 in refunds of previous years’ expenditure; 
$7,000 from sales of publications, slides, photographs, etc.; and $1,000 in sundries. These 
receipts were recorded as revenue of the Secretary of State. 


In accordance with section 10 of the Act, three special accounts, the National 
Museums Purchase Account, the National Museums Special Account and the National 
Museums Trust Account, are operated within the Consolidated Revenue Fund for Cor- 
poration purposes. 


The National Museums Purchase Account, with a balance of $425,000 at the begin- 
ning of the year, was credited during the year with $1,050,000 from Secretary of State 


- Vote 70 and $1,000 proceeds from insurance, and was charged with $1,449,000 for the 


acquisition of works of art, artifacts and objects, leaving a balance of $27,000 available 


~ at March 31, 1970 for future acquisitions. 


The National Museums Special Account, which had a balance of $4,282 at April 1, 
1969, was credited with $50,000 under the authority of Vote L144b, Appropriation Act 
No. 1, 1970, 1969-70, c.24, and was charged with $7,737, the value of an inventory taken 


_ over from a revolving fund, leaving a balance of $46,545. 


The National Museums Trust Account, which at April 1, 1969 had a balance of 


$2,901, was credited with interest of $75 and a bequest of $132. Expenditure of $115 left 
_ a balance of $2,993 at March 31, 1970. 


Se ee 


305. Roosevelt Campobello International Park Commission. This Commission was 


_ established by an agreement between Canada and the United States of America signed 
on January 22, 1964 to administer the Roosevelt Campobello International Park, on 
~ Campobello Island, N.B., as a memorial to President Franklin Delano Roosevelt. Imple- 


menting legislation was enacted in Canada by the Roosevelt Campobello International 
Park Commission Act, 1964-65, c.19. The Commission consists of six members, three 
appointed by the Government of Canada and three by the Government of the United 


States of America. 


Proprietary equity at December 31, 1969 totalled $888,000, represented by cash, 
$204,000, and capital assets, $693,000, less accounts payable, $9,000. 


All costs of maintenance and development of the Park are shared equally by the 
two countries. Operating expenditures totalled $140,000 for the Commission’s year 
ended December 31, 1969 compared with $107,000 for the previous year. The major items 
of expense were: salaries, wages and employee benefits, $111,000; repairs and main- 
tenance, $6,000; and travel, $5,000. 


Capital expenditures amounted to $42,000 of which $38,000 was for property im- 
provements and $4,000 was for equipment. 


306. Royal Canadian Mint stocks. Prior to April 1, 1969 the Royal Canadian Mint 
was a branch of the Department of Finance and section 20 of the Currency, Mint and 
Exchange Fund Act, R.S., c.315, required that “the Auditor General shall, at least once 
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in each year, inspect the store of bullion and coin at the Mint”. Our annual inspections 
under this Act have consisted of a complete count of precious metals and coin. 


With effect from April 1, 1969 the Royal Canadian Mint was incorporated by section 
72 of the Government Organization Act, 1969, 1968-69, c.28, and section 20 of the Cur- 
rency, Mint and Exchange Fund Act was repealed. Accordingly, there is now no statutory 
requirement that ‘at least once in each year” the Auditor General inspect the store of 
bullion and coin, which remains the property of the Department of Finance. While such 


counts will be made from time to time as part of our regular audit of the Department, | 


there will not necessarily be a complete annual inspection of the store of bullion and 
coin unless Parliament or the Public Accounts Committee indicates its desire that this 
be done. 


Section 93 (2) of the Government Organization Act, 1969, provides that: 


The Auditor General shall inspect the inventories of stores and metals of the Mint at | 


least once in each year. 


This changed requirement was inserted in Bill C-173 without prior consultation with | 
the Auditor General. It is not practical, nor should it be necessary, for any auditor to | 


make a 100% inspection of stores or base metals and therefore the inspection of stores 
and metals of the Mint will henceforth be on a test basis as is the case with the audit 
of other inventory accounts. These inventories were inspected as at March 31, 1969. 


307. Royal Canadian Mounted Police (Dependants) Pension Fund. This Fund was © 


established in 1934 under Part IV of the Royal Canadian Mounted Police Pension Con- 
tinuation Act, R.S., c.241, to enable members of the Force other than commissioned 
officers to provide pensions for their dependants. The Fund, which forms part of the 
Consolidated Revenue Fund, is credited with contributions and charged with all pensions, 
annuities and other benefits paid. Interest on the principal of the Fund is credited at 
the rate of 4% per annum. 


The balance of the Fund at March 31, 1970 was $8,489,000 compared with $8,282,000 
at March 31, 1969. 

As required by section 88 of the Act, we have examined the accounts and financial 
statement of the Fund for the year ended March 31, 1970 and have reported thereon 
to the Solicitor General. 

The Act requires that an actuarial valuation of the Fund be made every five years. 
The last such valuation was made by the Department of Insurance as at March 31, 1969 
and like the five preceding quinquennial valuations showed the Fund to be in a surplus 


} 
. 
i 


position, the actuarial surplus at March 31, 1969 being estimated at $1,489,000. Following | 


each of these valuations since 1949, an increase in benefits has been implemented on 
recommendation of the actuary. The increases which followed the recent valuation are 
estimated to increase the Fund’s liabilities by $1,204,000, leaving an actuarial surplus 
of $285,000 in the Fund as at March 31, 1969. 


ect 
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The following is a summary of the Fund’s transactions for the year together with 
comparable figures for the preceding year: 


Year ended March 31 


1970 1969 
Receipts— 
Sorat iate WV TARIN DONS oops 6 8a ess tes WA babes cat ao hha o xe Canc’ es $ 272,000 $ 320,000 
CERO eRe wie a ek GRIEG oe ae he eae es eae ee ThE ros 328 ,000 322,000 
Penalties on delayed contributions................ccc cece cee cesceecs _— 1,000 
600 , 000 643 ,000 
Disbursements— 
WN GERI tS OLD CUE CLI I GLOUIS fof kiosk Sos iuke wee Neel ace wed aly atl 351,000 372,000 
PORIGs RO CRDONGATIES spk sith 6 5-4.4 PR OR PRA Ek oo 5 vo arn bmhere so 92,000 82,000 
443 ,000 454,000 
PO XGGee OU Tenet ns OV Oh, CISDUTSOMIONEG is i's bic v <i 'v'5 a vas ois bap bis eb de awe cae ed $ 157,000 $ 189,000 


308. Science Council of Canada. The Council, consisting of a chairman, vice-chair- 
man, twenty-three members and four associate members appointed by the Governor 
in Council, was established by the Science Council of Canada Act, 1966-67, c.19, and 
incorporated with effect from April 1, 1969 by the Government Organization Act, 1969, 
1968-69, c.28, to assess Canada’s scientific and technological resources, requirements and 
potentialities and to make reports and recommendations thereon to the Prime Minister. 


As required by section 168 of the Act, we have audited the accounts and financial 
transactions of the Council for the year ended March 31, 1970 and have reported thereon 
to the Council and to the Prime Minister. 


The following is a summary of the expense of the Council for the year ended 
March 31, 1970: 


aries ACE OIA IOV OO BcnOte tee yt coil We Wigiar o @ikthal tia oki acs Sit Gon ee em a $ 502,000 
PaGre wn ai, APOC BOLy COR as sry eis gies phe es wee hae Oh ee hae Ws READ bebe ns oe eee 414,000 
TUT AU GL OL TOINOV BY. Coos shy hee ke bine Heated ho ree MNCL sa oie Meine Saenn e aia ta eee oie 93 ,000 
OE TERE Ta C9 Ce Us Tg gM ken, GR a ee ingen: Se we Acar ar ah Ee Lone PRE a Pe aera Ne 86 ,000 
Office equipment, furniture, stationery and supplies... ............. ccc cece eee e cree 72,000 
Bee aB iat, DCP EDOT Ca Mie iOi nots es her ie ot Sure a aes 5 se Ae eRe Oy aay Ly aie 71,000 
Telephone, telegrams and postage.......... BAG SOS TS BA eet ee er ee ee ee 20 , 000 
NRA er eee 1 Bat eter) esd Ue AO RL Gh fils Rie © Sukie le es wie a a oe Oe 12,000 
A tea eiee tata ash tte cei ane sent © vel oon baits vetaieare baat pate fret eataye Nin Sneaks =. och $ 1,270,000 


Total expense provided for by— 


Peiey Souci VOle 20 ks 3 ea ere re tae aa es ae eat a ha ce aE eee wees $ 1,149,000 
Government departments which provided major services without charge............ 121,000 
$ 1,270,000 

* * * * 
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I would like to record my appreciation for the continued loyalty and devotion of 
the staff of the Audit Office throughout a particularly difficult year. 


The past year has seen the retirement of three of my Audit Directors. Mr. D. A. 
Smith, B.A., B.Comm., commenced retirement on February 28, 1970 after thirty-six 
years service in the Office, and Mr. H. B. Rider, B.Comm., retired on June 26, 1970, 
also after thirty-six years service. On December 31, 1970, Mr. A. B. Stokes, F.C.A., 
retired following almost thirty years service, during the last two of which he had been 
on leave of absence while occupying the office of Director, Internal Audit Service, with 
the United Nations. Throughout their long service each of these officers maintained 
excellent working relationships with the various departments and was held in high regard 
by all members of our staff. 


A. M. HENDERSON 
Auditor General of Canada. 


March 24, 1971. 
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APPENDIX 1 


RECOMMENDATIONS AND OBSERVATIONS BY THE STANDING 
COMMITTEE ON PUBLIC ACCOUNTS NOT YET 
IMPLEMENTED OR DEALT WITH 


Fourth Report 1963—presented to the House on December 19, 1963 


1. SECOND CLASS MAIL. The Committee expressed its belief that early consideration should 


be given by Parliament to ways and means of covering the loss of the Post Office 
Department in handling second class mail and requested the Auditor General to keep 
the matter before Parliament in his annual Reports in order that subsequent committees 
may give consideration to it. 


In its Fourth Report 1966-67 the Committee stated that it felt that there was some- 
thing wrong when no action had been taken with respect to, and apparently very little 
consideration given to, its recommendation on this matter. The Committee first drew the 
matter to the attention of the House in its Third Report 1958 and, while minor changes 
had been made, the annual loss had continued to increase and the Committee was of the 
opinion that sufficient consideration had not been given to the solution of this problem. 
It considered it essential that the Post Office Department or Parliament immediately 
find ways and means of covering the loss of the Post Office Department in handling 
second class mail without this being done at the expense of other classes of mail, keeping 
in mind, however, the need of assistance to small independently-owned newspapers 
circulating in rural areas. See paragraph 134 of this Report. 


Fourth Report 1964-65—presented to the House on July 28, 1964 


GOVERNOR GENERAL’S SPECIAL WARRANTS. The Committee recommended that a study be 
made of Governor General’s special warrants. 


UNEMPLOYMENT INSURANCE FUND AND ITS ADMINISTRATION. The Committee stated its 
opinion that it is in the public interest that the Government’s consideration of the 
report of the Committee of Inquiry (which was tabled on December 20, 1962) be com- 
pleted as soon as possible, and that the Government bring forward promptly such 
proposals as it may deem necessary to deal with the problems raised by the report. 

The Committee also reiterated the additional recommendation made in its Fourth 
Report 1963 that preparation of the annual financial statements for the Unemployment 
Insurance Fund should be made a statutory responsibility of the Unemployment Insur- 
ance Commission and that the statements should be reported on by the Auditor General. 

After having a report from departmental officers, the Committee in its Fourteenth 
Report 1966-67 indicated its understanding that legislation was to be brought before 
the House covering the report of the Committee of Inquiry. See paragraph 292 of this 
Report. 


OFFICE OF THE AUDITOR GENERAL. In the opinion of the Committee, it is fundamental 
that this independent auditing office be strong, capable, efficient and equipped to operate 
in accordance with the high standards of independence and objectivity expected of 
professional accountants, with respect to the legal duties. 


In its Third Report 1966-67 the Committee reiterated its opinion that as an officer 
of Parliament the Auditor General should have the right to recruit the professional and 
senior staff he needs in the same independent manner as do other officers of Parliament 
and added that the Auditor General’s establishment should continue to be set in the 
same manner as government departments. 
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However, in its Fifth Report 1969-70 the Committee recommended that the staff 


of the Auditor General’s Office remain under the Public Service Employment Act with 
the Instrument of Delegation of Staffing Authority. 


Sixth Report 1964-65—presented to the House on October 20, 1964 


. ASSISTANCE TO PROVINCES BY THE ARMED FORCES IN CIVIL EMERGENCIES. The Committee 


noted that certain provinces had not settled outstanding accounts with the Department 
of National Defence relating to assistance provided by the Armed Forces in civil emer- 
gencies in prior years. It also noted that as the Department had not been successful in 
collecting the accounts, they had been referred to the Executive for direction but such 
direction had not as yet been received. The Committee directed the Auditor General to 
inform it of the final outcome of these matters. 


In its Fifth Report 1968-69 the Committee expressed the opinion that, while the 
Federal Government should continue to assist the provinces in civil emergencies, out- 
standing accounts should be settled in view of the agreements to pay, or agreement must 
be reached on cost-sharing. It considered that this item should be included on the agenda 
of a future Federal-Provincial Conference for clarification and requested the Auditor 
General to keep it informed on further developments. See paragraph 97 of this Report. 


ERRORS IN PUBLIC SERVICE SUPERANNUATION ACCOUNT PENSION AND CONTRIBUTION 
CALCULATIONS. The Committee expressed concern that this matter (first drawn to the 
attention of the Department of Finance by the Auditor General in 1959), which it 
regards as being very serious, is taking so long to be corrected. It requested the Auditor 
General to keep it fully informed. 


In its Seventh Report 1966-67 the Committee noted that immediate steps were being 
taken to include in the internal auditing procedures of the Superannuation Branch an 
examination of the employee’s contributions in relation to his salary and the documents 
on file. It requested the Auditor General to continue to keep it fully informed. See 
paragraph 170 of this Report. 


INTEREST CHARGES ON LOANS TO THE NATIONAL CAPITAL COMMISSION. The Committee 
recorded how, in its Fourth Report 1963, it had expressed the view that since outlays on 
properties such as those held by the National Capital Commission are expenditures of 
the Crown rather than income-producing investments, it would be more realistic were 
Parliament asked to appropriate the funds in the years in which properties, which are 
not to be specifically held for resale, are to be acquired, instead of leaving the expenditure 
involved in the repayment of loans to be absorbed in future years. 


After hearing further evidence, the Committee stated it continues to hold the view 
that outlays on properties such as these are expenditures of the Crown rather than 
income-producing investments, and that Parliament should be asked to appropriate the 
funds in the years in which the properties are to be acquired. It pointed out that if this 
were done it would eliminate the need for Parliament to appropriate funds to the Com- 
mission to service loans made under the present practice. The Committee repeated its 
request that the Department of Finance review the existing practice with the National 
Capital Commission with a view to placing the financing of the Commission on a more 
realistic basis. 


In its Seventh Report 1966-67 the Committee repeated its views on this matter and 
stated that it was glad to note the undertaking of the Department of Finance to review 
and discuss the accounting treatment involved with the Auditor General. See also ztem 
22 of this Appendix and paragraphs 54, 210 and 267 of this Report. 
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INDIRECT COMPENSATION TO CHARTERED BANKS. The Committee recalled that, in its 
Fourth Report 1963, it had advised the House that it was in agreement with the view 
of the Auditor General that the arrangement existing between the chartered banks and 
the Government of Canada does constitute indirect compensation to the chartered banks 
and that this may be construed as being contrary to the intent of section 93(1) of the 
Bank Act. 


The Committee reiterated its belief that, if the banks are to be compensated for 
services provided to the Crown, consideration should be given to the most equitable 
manner in which this may be done, with statutory sanction being given by means of 
an appropriate amendment to the Bank Act, possibly at the time of the decennial 
revision in 1965. 


In its Seventh Report 1966-67 the Committee noted that notwithstanding this 
recommendation, Bill C-222, An Act respecting Banks and Banking, given first reading 
on July 7, 1966, includes a provision under subclause (2) of clause 93 designed to permit 
the continuation of the practice of compensating the banks indirectly for services pro- 
vided to the Crown by keeping non-interest-bearing funds (currently an aggregate of 
$100 million) on deposit with them. 


In the opinion of the Committee the proposed amendment does not meet its recom- 
mendation. See paragraph 66 of this Report. 


THE CANADA COUNCIL. The Committee stated that, in its Fourth Report 1963, it had noted 
that the Council proposed to accept the 1956 census as a basis for distribution of the 
profits realized and interest earned on the University Capital Grants Fund and also 
to accept the “hotch-pot” or trust fund approach to this distribution. Because of doubts 
expressed by other legal counsel and the Auditor General as to the propriety of applying 
these bases, the Committee had postponed further consideration of the matter. 


The Committee was informed that in the interim the Council had proceeded to 
allocate and distribute funds resulting from profits realized and interest earned on the 
foregoing bases. The Committee regarded the approach as a reasonable one, but because 
of the conflicting views held as to whether the action taken is ultra vires subsection 
(2) (b) of section 17 of the Canada Council Act, recommended that steps be taken to 
seek amending legislation to provide clear authority for the Council to use the 1956 
census and the “‘hotch-pot” approach in the distribution of interest and profits in respect 
of the University Capital Grants Fund. 


In its Third Report 1966-67 the Committee again reiterated its recommendation 
and requested the Canada Council to formally request the Government to give consid- 
eration to the required amending legislation with the object of having it considered by 
Parliament prior to the final closing out of the University Capital Grants Fund. See 
paragraph 296 of this Report. 


Seventh Report 1964-65—presented to the House on December 7, 1964 


SURPLUS ASSETS DISPOSAL. The Committee expressed deep concern that while physical 
inventory quantities are maintained and are readily available in respect of all the equip- 
ment and supply items maintained by the Department of National Defence, the pur- 
chase cost of the materials, including supplies and equipment stores at supply depots 
and at repair and overhaul contractors’ establishments, is not available. In accordance 
with sound business practice, it would be reasonable to ascertain, for the purposes of 
financial management control, the value of the inventory and what it costs to store and 
handle such an inventory. 


11. 
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While the Committee expressed its satisfaction with the supervisory methods exer- 
cised by the Department of National Defence over its physical inventory quantities, 
it did not see how the Department can perform a really effective job of inventory 
management without knowing the value of the inventory and what it costs to carry it. 
Furthermore, the lack of any cost or carrying values has rendered it difficult for the 
Committee either to form any reasonable estimate of the value of the supplies on hand 
or to determine what would seem to be a reasonable inventory level for a department 
the size of the Department of National Defence to maintain for the requirements of the 
three Armed Forces. In this connection it should be borne in mind that appropriations 
approved for the Department of National Defence have aggregated an average of $1,646 
million annually, of which $421 million related to equipment, materials and supplies, 
over the past five years so that it does not seem unreasonable for the Committee to 
expect that some maximum dollar figure of values should be established to govern the 
size of the inventory. It was explained to the Committee by the officials of the Depart- 
ment of National Defence that the Department has been studying this matter for some 
time and the hope is entertained that it will be possible in due course to record the dollar 
value of this stock subject to the extent to which the recommendations of the Royal 
Commission on Government Organization are implemented in the years ahead. The 
Committee found general agreement that the determination of this would contribute 
materially to an improvement in the management of an inventory of this size. 


The Committee made four recommendations of which the following has not yet 
been implemented: 


that every effort be made by the Executive to introduce at as early a date as possible an effective 
accounting change in the operations of the Department of National Defence whereby inventory 
quantities can be costed on acquisition and recorded in the quarterly or periodic inventory 
listings made by the Department. 


Eighth Report 1964-65—presented to the House on December 7, 1964 


AWARDS UNDER THE PENSION ACT. The Committee made the following recommendations 
designed to clarify the Act (see paragraph 177 of this Report): 


(a) that the extent of the powers delegated to the Commission under section 25 of the Act, “‘to grant a 
compassionate pension, allowance or supplementary award in any case that it considers to be specially 
meritorious’ where the applicant is otherwise unqualified to receive such an award, be clarified by 
defining the term “specially meritorious”; 


(b) that the ambiguity under the Act whereby section 40 (2) appears to contemplate that a pension in 
respect of death of a member of the forces be limited to a single class of recipient whereas other 
sections of the Act provide that payments in respect of a death may be made concurrently to a widow 
(section 37), children (section 26) and parents (section 38), be eliminated; 


(c) that the inconsistency apparent under section 38 of the Pension Act, where pensions awarded to 
widowed mothers under subsection (3) thereof, which requires that the parent must be incapacitated 
by mental or physical infirmity from earning a livelihood, are by reason of subsection (7) being 
continued in payment even though the widowed mothers have subsequently been able to undertake 
full-time employment, be removed; 


(d) that consideration be given to adding a section to the Pension Act similar to section 18 of the War 
Veterans Allowance Act to deal with cases where it appears to the Commission that there had been 
a deliberate disposal of property for the purpose of qualifying for a dependent parent award; 


(e) that, having regard for section 40 (1) of the Pension Act which provides that no person shall be 
awarded more than one pension in respect of death, the Commission reconsider the legality of its 
decision to permit an award to a dependent parent of a second pension in respect of the death of a 
child after the rights to a pension awarded in respect of the death of another child have been lost 
under the terms of section 45 (2) of the Act. 
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WAR VETERANS ALLOWANCES. The Committee made the following recommendations (see 

paragraph 178 of this Report): 

(a) the Committee, after taking note of the increasing number of overpayments arising mainly from 
veterans making false or misleading statements, and of the fact that, although 80 such cases had 
been referred to the Board by the Auditor General in 1962 and 1963, in none of these had legal action 
been instituted, recommends that all cases of deliberate deception which come to notice be vigorously 
prosecuted ; 


(b) that in cases where the presence of a child is the reason for an award at married rates, the income 
of the child, except income specifically exempted under the Act, be taken into account in determining 
the amount of the award. 


In its Fifth Report 1968-69 the Committee expressed concern that its previous 
recommendation that cases of fraud with respect to war veterans allowances be “‘vigor- 
ously prosecuted” could be interpreted by some as indicating that the Committee’s 
sole interest is in the recovery of the money. The Committee was aware that there may 
be mitigating circumstances and therefore recommended that the word ‘‘vigorously” 
be deleted. 


AMENDMENTS TO THE CUSTOMS ACT AND THE EXCISE TAX ACT. The Committee made four 
recommendations of which the following has not yet been implemented (see paragraph 
126 of this Report): 


Determination of ‘sale price’ for sales tax purposes— 


that an amendment be made to the Excise Tax Act designed to give statutory sanction to the 
existing scheme of valuation followed by the Department of National Revenue in authorizing 
manufacturers by regulation to compute the sales tax on less than the actual sale price. 


ACCOUNTS NOT EXAMINED BY THE AUDITOR GENERAL. The Committee noted that although 
this officer of Parliament is the auditor of the majority of the Crown corporations, it has 
not been the practice of successive governments to appoint the Auditor General the 
auditor of seven of the Crown corporations and other public instrumentalities and that 
therefore their accounts have not been examined and reported upon by him to the House. 
The Committee expressed its belief that it would be in the best interests of Parliament 
in its control of public funds were the Auditor General empowered to audit the accounts 
of all of the Crown corporations, agencies and public instrumentalities owned or con- 
trolled by the Crown, wherever they may be, and to report thereon to the House. 
The Committee therefore recommended: 
(a) that the Auditor General be appointed either the sole auditor or a joint auditor pursuant to sub- 


section (2) of section 77 of the Financial Administration Act, of each Crown corporation, agency 
and other public instrumentality in respect of which other auditors have been or may be appointed; 


(b) that in cases where such other auditors are appointed, they function as joint auditors with the Auditor 
General, and that such appointments be made by the Government. 


In its Third Report 1966-67 the Committee repeated this recommendation but in 
its Fifth Report 1969-70 the Committee, when proposing a new Auditor General of 
Canada Act, recommended that there be no change with respect to the auditing of 
Crown corporations. See also item 30 of this Appendix and paragraph 244 of this Report. 


AUDIT OF THE OFFICE OF THE AUDITOR GENERAL. The Committee noted that pursuant to 
the provisions of section 75 of the Financial Administration Act, an officer of the public 
service nominated by the Treasury Board examines and certifies to the House of Com- 
mons in accordance with the outcome of his examinations the receipts and disbursements 
of the Office of the Auditor General. 
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The Committee recommended that this section of the Financial Administration Act 
be amended to provide that the receipts and disbursements of the Office of the Auditor 
General be examined by a qualified person nominated by Parliament through its 
Standing Committee on Public Accounts, and that such person should report thereon to 
the House of Commons. In its Third Report 1966-67 the Committee reiterated this 
recommendation. 


Third Report 1966-67—presented to the House on June 28, 1966 


SALARY OF THE AUDITOR GENERAL. The Committee noted that whereas the salaries paid 
to the senior deputy ministers and others were substantially increased with effect from 
December 1, 1965, no proposal had been made to the House by the Government to adjust 
the salary of the Auditor General whose salary is fixed pursuant to section 65(2) of the 
Financial Administration Act. 


In order to render the Auditor General independent of the Executive in this regard, 
the Committee recommended that section 65(2) of the Financial Administration Act be 
amended to provide that the Auditor General shall out of the Consolidated Revenue 
Fund be paid a salary not less than the highest amount being paid to a senior deputy 
minister in the public service of Canada. 


Inits Fifth Report 1969-70 the Committee varied this recommendation by suggesting 
that consideration be given to making the salary of the Auditor General commensurate 
with the salary of a Federal Court Judge. 


SEPARATE ACT OF PARLIAMENT. The Committee 1s of the opinion that all of the character- 
istics, duties and functions of the Office of the Auditor General should be set out in a 
separate Act of Parliament governing this Office instead of being a part of the Financial 
Administration Act. 


The Committee reiterated this opinion in its Fifth Report 1969-70. 


STANDING COMMITTEE ON PUBLIC ACCOUNTS. The Committee has studied an arrangement 
in Australia whereby the Public Accounts Committee is appointed under an Act of 
Parliament instead of under terms of reference by the House of Commons as is the 
case in Canada. 


The Committee believes that control of public expenditure of the size and com- 
plexity taking place in Canada today requires a Committee established by statute and 
recommended that legislation of this type be introduced in the House. 


The Committee further recommended that the annual Public Accounts and the 
Report of the Auditor General be referred to the Public Accounts Committee at the time 
they are tabled in the House. 


Fifth Report 1966-67—presented to the House on October 19, 1966 


POSSIBLE LOSS OF REVENUE WHEN GOODS LOSE TAX-EXEMPT STATUS. The Committee noted 
the manner in which the Customs and Excise Division of the Department of National 
Revenue places on owners and importers the onus for reporting any duty or tax which 
might become payable on non-tax paid equipment or goods. The Department maintains 
no control on such goods and consequently it is possible for equipment or goods to lose 
tax-exempt status without this coming to the attention of the Department, in which 
case there would be a loss of revenue to the Crown. 


The Committee urged the Department to strengthen its procedures wherever pos- 
sible so as to minimize any possible loss of revenue to the Crown. 
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DRAWBACK PAID ON GOODS DESTROYED AFTER RELEASE FROM CusTOMS. The Committee 
was concerned to note that it had been the practice of the Department of National 
Revenue (Customs and Excise Division) to reeommend to the Governor in Council that 
duty drawbacks or remissions be made on goods “‘destroyed in Canada at the expense of 
the owner under Customs supervision”? when section 22(6) of the Financial Administra- 
tion Act directs that: ‘“No tax paid to Her Majesty on any goods shall be remitted by 
reason only that after the payment of the tax and after release from the control of 
customs or excise officers, the goods were lost or destroyed.” 


The Committee is of the opinion that the Department should adopt a stricter 
attitude towards requests for refunds and remissions based on circumstances which lte 
outside of normal business practice. 


TAX EXEMPTIONS FOR PARTICULAR GROUPS. Parliament from time to time grants exemp- 
tions from sales tax and/or other taxes to institutions such as hospitals or schools and 
groups of consumers such as loggers, farmers, etc. In the course of discussions with 
departmental officers and the Auditor General, there were indications that in some cases 
the benefits of such tax exemptions are enjoyed by those whom Parliament had not 
intended to assist. The Committee is aware that special exemptions increase the com- 
plexities of administering the tax law but, nevertheless, it feels that the laws must be 
administered so as to ensure that exemptions granted by Parliament are applied only 
in the way Parliament intended. 


The Committee urged the Customs and Excise Division of the Department of 
National Revenue in its administration of special exemptions always to see to it that 
the benefits from these exemptions go to, and only to, those for whom Parliament 
intended them. 


Seventh Report 1966-67—presented to the House on October 26, 1966 


LOANS AND ADVANCES REPRESENTING GRANTS TO CROWN CORPORATIONS. The Committee 
again criticized the practice of treating amounts paid to a Crown corporation, which did 
not have means to repay them, as loans and advances rather than expenditures of the 
Crown. The Committee was disturbed to learn that not only had the financing in this 
manner of the National Capital Commission not been reviewed by the Department of 
Finance as requested by it (see item 7) but the practice had been continued and further 
extended by the Department of Finance in 1965 when the House was asked to approve 
loans aggregating $14,250,000 to the Canadian Broadcasting Corporation to finance 
capital requirements which in the past were financed by grants charged to budgetary 
expenditure. 


The Committee again expressed the opinion that expenditures of this type are not 
loans or advances which can or should be regarded as revenue-producing assets but are 
in fact grants and should be charged directly to budgetary expenditure in the Public 
Accounts of Canada. The Committee noted the undertaking of the Department of 
Finance to review and discuss the accounting treatment involved with the Auditor 
General and expects the latter’s report thereon in due course. See paragraphs 54 and 210 
of this Report. 


The Committee discussed this matter with officials of the Canadian Broadcasting 
Corporation at its meeting on January 20, 1970, and in its First Report 1969-70 the 
Committee reiterated its view that it seems a questionable practice to treat amounts 
paid to a Crown corporation, which does not have the means to repay them, as loans 
and advances rather than as expenditures of the Crown. The Committee understood 
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from officials of the Corporation that their preference was that the amounts be treated 
as grants rather than loans and stated its intention of pursuing the matter further when 
the officials of the Department of Finance appeared before the Committee. 


PRAIRIE FARM EMERGENCY FUND. The Committee believes it is important that the matters 
referred to by the Auditor General in paragraph 46 of his 1964 Report and paragraph 52 
of his 1965 Report be rectified and recommended that appropriate legislation be intro- 
duced as soon as possible. It requested the Auditor General to keep the matter before 
the House and the Committee. 


Eighth Report 1966-67—presented to the House on November 3, 1966 


REPAIRS AND ALTERATIONS TO CANADIAN COAST GUARD SHIPS. The Auditor General, in 
paragraph 85 of his 1964 Report, drew attention to an instance where a ship repairer 
commenced operations under a contract involving a consideration of $43,346 but the 
work actually performed under the contract amounted to $130,851 before the ship was 
returned to service. 


The Committee appreciates the problem faced by the Department of Transport 
when ships for which certain repairs have been contracted for require additional repairs, 
the need for which is not evident until the ship is opened up. 


The Committee also appreciates the danger pointed out by the Auditor General that 
a shipyard could deliberately bid too low for the repairs specified in order to get the 
ship into its yard, and then recoup any loss sustained by including excessive profits in 
charges for the carrying out of the additional work that is found to be required after the 
ship has been opened up. The Committee feels that everything possible should be done 
to assure the Canadian taxpayer that the tender system in the case of ship repairs 
is working to ensure that costs of these repairs are not excessive, and it discussed with 
departmental officers various ways in which this continuing problem might be 
overcome. 


The Committee recommended that, in addition to all other methods which the 
Department might be able to employ in controlling the cost of extras, ship repair con- 
tracts be drawn up to provide that when extras are involved they shall be undertaken 
on a cost-plus or a modified cost-plus basis, the profit to be limited to the percentage 
of profit realized on the original contract price, with a proviso that no loss be suffered 
on the extras and with the entire contract subject to cost audit by government 
auditors. 


COST OF SALVAGING SUNKEN VESSEL. The Committee is of the opinion that costs of re- 
covering a sunken vessel, the oil cargo of which was a threat to waterfowl, marine life and 
coastal property, should be the responsibility of the owner of the vessel and recom- 
mended that the Department of Transport take immediate steps to introduce the 
necessary legislation so that the Crown may be protected from such costs in future. 


COST OF ABANDONED DESIGN PLANS FOR FERRY VESSEL. The Committee discussed with 
officers of the Department of Transport and the Canadian National Railways the addi- 
tional payment of $20,000 which had to be made to the architects who were preparing 
plans for a ferry vessel to operate between Newfoundland and the mainland. 


In the opinion of the Committee this additional expenditure resulted because the 
Department and the C.N.R. had not come to an agreement as to whether the ferry 
vessel was to be a full icebreaker or simply an ice-strengthened ship, and emphatically 
stated that the Department should ensure in future that agreement is reached before 
architects are asked to proceed with the preparation of plans. 
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Although the Treasury Board had approved payment to the architects of the final 
amount of $130,000 for the preparation of these plans, the Board had not been advised 
that this represented an increase of $20,000 over the amount which the architects had 
originally agreed to accept for the assignment. 


The Committee feels very strongly that the Treasury Board must be given all facts 
when it is being requested to approve of contracts, and it urged the Department to see 
that future submissions to the Board are complete in this respect. 


The Committee, recognizing that the ferries operated by the Canadian National 
Railways on behalf of the Department of Transport are in effect rail links, reeommended 
that consideration be given to the assuming by the Railways of responsibility for the 
procurement of ferry vessels as is done with respect to rolling stock requirements. 


INADEQUATE CONTROL OF STORES AT NORTHERN LOCATIONS. Following consideration of the 
situation disclosed in paragraph 104 of the Auditor General’s 1965 Report, the Com- 
mittee stated that it regards this matter as being of the utmost importance and urged 
the Department of Indian Affairs and Northern Development to establish adequate 
controls on all stores in the North with the least possible delay. 


Tenth Report 1966-67—presented to the House on February 7, 1967 


SALARIES AND WAGES PAID FOR WORK NOT PERFORMED. The Committee reviewed the 
practice of the Canadian Broadcasting Corporation in making payments to employees 
for scheduled hours during daily or weekly tours of duty in excess of actual hours of 
attendance, noting that such payments aggregate $450,000 per annum. The Committee 
considered that public funds should not be disbursed for work not performed and that 
managements of Crown corporations have a responsibility to ensure that the taxpayer’s 
money is not used for non-productive work of this nature. The Committee recommended 
that such payments be eliminated by the management as and when the present union 
agreements come up for renewal. 


The Committee again reviewed this practice when officials of the Canadian Broad- 
casting Corporation were before it on January 29, 1970, and in its First Report 1969-70 
the Committee recommended that the Canadian Broadcasting Corporation negotiate 
with the unions involved in an endeavour to eliminate such payments. The Committee 
was also of the opinion that an effort should be made to have all CBC union contracts 
terminate at the same time. 


PROPOSED REMOVAL ALLOWANCE. The Committee recommended that the Department of 
National Defence give consideration to recommending the establishment of a cash 
allowance for members of the Armed Forces being transferred equivalent to 90% of the 
estimated costs of moving their furniture and that it advise the Chairman of the Com- 
mittee and the Auditor General of its decision. 


In its Fifth Report 1968-69 the Committee noted that the Deputy Minister of 
National Defence had advised that disadvantages in such a scheme were such as to make 
it unwise to establish a cash allowance. However, the Committee remained of the opinion 
that serious consideration should be given to such a plan and requested the Deputy 
Minister of National Defence to review this subject and report. 


Eleventh Report 1966-67—presented to the House on February 7, 1967 


CENTRAL MORTGAGE AND HOUSING CORPORATION—APPOINTMENT OF AUDITORS. The Com- 
mittee strongly reiterated its previous recommendation that the Auditor General of 
Canada should be the auditor or a joint auditor of all Crown corporations, agencies and 


dl. 


32. 


33. 


REPORT OF THE AUDITOR GENERAL — 1970 273 


public instrumentalities owned or controlled by the Crown wherever they may be and 
that he report thereon to the House. The Committee therefore recommended that the 
Auditor General of Canada be appointed the auditor or joint auditor of Central Mort- 
gage and Housing Corporation. See also item 14 of this Appendix and paragraph 244 
of this Report. 


CENTRAL MORTGAGE AND HOUSING CORPORATION—REPORTS OF THE AUDITORS. The Com- 
mittee is of the opinion that it is entitled to be furnished with copies of all reports made 
by the external auditors of any Crown corporation and requested that the Minister 
responsible for Central Mortgage and Housing Corporation instruct the Corporation to 
make these available to the Committee for the fiscal years ended December 31, 1963 
and December 31, 1964 and to do so without further delay. 


Twelfth Report 1966-67—presented to the House on February 9, 1967 


RECONSTITUTION OF FINANCIAL STRUCTURE OF THE NATIONAL HARBOURS BOARD. The 
Committee is concerned that there appears to be little prospect of the National Harbours 
Board being in a position to meet its principal and interest obligations and recommended 
that the financial structure of the Board be reconstituted. In this connection it was 
pleased to receive assurances that this matter was to be dealt with by the Department 
of Finance and the Board within the next twelve months. See paragraph 268 of this 
Report. 


Thirteenth Report 1966-67—presented to the House on March 1, 1967 


PARLIAMENTARY CONTROL OF EXPENDITURE. The Committee expressed the opinion that 
there is a weakening of parliamentary control when Parliament is unable to take the 
time to examine in detail the amounts being requested as interim supply particularly 
when these exceed the normal one-twelfth for each month for which interim supply is 
requested. It considers it unfortunate that the parliamentary rules do not provide for 
immediate consideration of the Estimates after they are presented to the House so that 
the proposed spending can be approved and interim supply would not be required so 
extensively. It feels that the rules could and should be changed in this regard in order 
not only to strengthen parliamentary control of public funds but to give the Executive 
the clear mandate it deserves in the discharge of its heavy responsibilities. 

The Committee submitted recommendations designed to strengthen parliamentary 
control of public expenditures in the future of which the following is still outstanding 
(see paragraph 48 of this Report): 

that there be no change in the Treasury Board’s procedure whereby it is the agency which deter- 

mines the Government’s overall cash requirements in stated areas, e.g. salary increases. However, 

once this determination is completed and the individual departmental needs established, the Com- 
mittee believes that the additional amount required by each department should be made the subject 


of a supplementary estimate prepared by the department concerned for submission to Parliament 
for its consideration and appropriation in the usual manner. 


Fifth Report 1968-69—presented to the House on June 26, 1969 


34. EXCESSIVE ADVANCE PAYMENTS UNDER CONTRACTS. The Committee noted that an advance 


payment of $6.7 million, the full amount of a contract, had been made in March 1966 
under a contract entered into on March 21, 1966. The Committee did not approve of the 
circumventing of the lapsing provision of section 35 of the Financial Administration 
Act in this way and recommended that the Treasury Board instruct departments not 
to contract themselves into obligations to make advance payments in order to avoid 
the lapsing of any portion of an appropriation. See paragraph 99 of this Report. 
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First Report 1969-70—presented to the House on February 12, 1970 


EMERGENCY BROADCASTING. Although the costs incurred by the Canadian Broadcasting 
Corporation in providing the emergency broadcasting service had been reduced, the 
Committee expressed the opinion that the costs should be borne by the organization 
receiving the service and that the estimates of the Canadian Broadcasting Corporation 
should be reduced accordingly. 


Second Report 1969-70—presented to the House on March 4, 1970 


CO-ORDINATION OF RESEARCH AND DEVELOPMENT ASSISTANCE TO INDUSTRY. The Com- 
mittee expressed the opinion that a central record of payments to various companies, 
by departments, should be kept by the Department of Industry, Trade and Commerce 
to prevent a possible duplication of effort and possible duplicate grants of funds. 


Third Report 1969-70—presented to the House on May 13, 1970 


REFIT AND IMPROVEMENT OF H.M.C.S. BONAVENTURE. The Committee recommended that: 


(a) the departments concerned, that is, the Department of National Defence and the Department of 
Defence Production, determine the reasons why the departmental officers involved in the refit per- 
formed in the manner they did, and that they take appropriate action to ensure that such inefficiency 
be eliminated in the future. The Committee requested that it be informed of action taken with regard 
to both procedures and personnel involved in this refit. 

(b) the Department of National Defence investigate the procedures used in awarding and supervising 
the refit of H.M.C.S. Bonaventure to ascertain whether or not they were in accord with the procedures 
in general effect at that time, and whether or not the present procedures within the Department 
of National Defence and the Department of Defence Production for awarding and supervising ship 
repair and refit contracts meet the needs of both the Defence Department and the Canadian taxpayer. 

(c) the entire estimating procedure be reviewed and corrective action taken. 

(d) as it was the conclusion of the Committee that the work paid for under order X-427 represented a 
duplication of work previously paid for under order X-81, the sum of $4,173 be returned to the 
Receiver Generel for Canada by Davie Shipbuiiding Limited. 


Fourth Report 1969-70—presented to the House on June 23, 1970 


DELAY IN COLLECTING SALES TAX. The Committee noted that some licensed manufac- 
turers prefer to collect sales tax on all their sales including sales of fully manufactured 
goods purchased by them for resale on which they had already been required to pay 
sales tax. In such cases the Department of National Revenue, by regulation, permits 
them to immediately deduct any sales tax paid by them on these purchases from amounts 
currently due to the Department with respect to their taxable sales. The effect of this 
regulation is that a manufacturer’s inventory of fully manufactured goods purchased for 
resale is carried free of sales tax and the requirement of the law that sales tax be paid 
at the time of purchase of fully manufactured goods for resale is completely negated. 
The Committee, noting that there was no loss of revenue and that the Department was 
of the opinion that the practice being followed was less cumbersome than the practice 
called for by section 30 of the Excise Tax Act, expressed the opinion that an amendment 
to section 30 of the Excise Tax Act should be sought. See paragraph 126 of this Report. 


PROVISION OF NAVIGATIONAL AIDS WITHOUT CHARGE TO USERS. The Committee ex- 
pressed the opinion that, in line with Government policy and the recommendation of 
the Royal Commission on Government Organization, the Department of Transport 
should apply user charges where possible in connection with the provision of naviga- 
tional aids, and in those areas where user charges are not feasible, the Department of 
Transport should seek authority from the Executive to continue to supply the services 
without charge. 
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First Report 1970-71—presented to the House on November 26, 1970 


INCREASING ACCOMMODATION RENTAL costs. The Committee noted the increasing cost 
of rentals by the Crown and recommended that accommodation and damage costs be 
made a charge to each department’s appropriation rather than have the Department 
of Public Works pay a large part of this sum out of its own appropriation. The Committee 
expressed the view that this change might make departments willing to seek more 
modest accommodation in an effort to keep their Estimates within reasonable bounds. 
See paragraph 141 of this Report. 


INTERNAL AUDIT OF CANADA PENSION PLAN ADMINISTRATIVE Costs. The Committee 
noted that, pending the establishment of departmental internal audit groups, an internal 
audit of charges against the Plan has not been made. The Committee felt that, as the 
Treasury Board had given the right to the Department of National Health and Welfare 
to conduct an audit of charges of their own Department and other participating 
departments, it should be exercised as soon as possible. See paragraph 281 of this Report. 
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APPENDIX 2 
SUMMARY OF CANADA’S CONTRIBUTIONS TO FEDERAL-PROVINCIAL SHARED-COST 
PROGRAMS FOR THE FISCAL YEAR ENDED MARCH 3], 1970 
(with comparative figures for the preceding fiscal year) 
For comments on these programs see paragraph 179 of this Report. 
Year ended March 31 
1970 1969 
Agriculture— 
COP OP TSU ATCO dc osce <5 cancennsnuek msn curbed 2 RU le Wes tobaLS URGE SHR MNer Te chee Ae ED Ey cei mae 3,491,000 $ 3,651,000 
Bxperiimental Grop mSurance.c.) FE 2. cee elehlds os pablo does sekiae le uled s&s tlatae ceeds 1,188, 000 1, 200, 000 
Csrants to 3-E. Ghiuhaesd. oss esgcuildile gb cide yw ad ache ae Soe peels Sediateaas kes 268, 000 214,000 
Programs ander $100,000 6 m Gach year) (52.2 Feels Cele Vals de ak Se nlen wes e bats OF 286, 000 252,000 
§, 233,000 §,317,000 
Energy, Mines and Resources— 
Saskatche wae Nelson Basin! board oe. hearers Waele Pee bn creo Bleed wae ete Pee nes 1,199,000 1,169, 000 
Construction of dams and other works to assist in the conservation and control of water 
WESOUTEGSE, CS. PEST ATG eee Lar ee ee ON cE LUT Pee OR LOE RLV tees pe erro 912,000 2,680,000 
Construction of roads to open up promising areas for resources development........... 346, 000 842,000 
Aeromagnetic surveys of the Canadian Shield.................ccccccncccccccccsessces 343, 000 445,000 
Atlantic Tidal Power Protrataming: Beard 3G ss. She. Ga een eae ok coe Ses eee 270,000 881, 000 
Programs under $100,000 (3 in 1969-70, 1 in 1968-69)......... ce eee cece cece cece ees 128, 000 10, 000 
8,198,000 6,027,000 
External A ffairs— 
International Jomt scam iiseioiwal ai Sok as eS. Wa es Dec ete 279, 000 306, 000 
Fisheries and Forestry— 
Newfoundland fisheries household resettlement........... 0... cc cece cece cece eee ecues 1, 400, 000 1,400,000 
Industrial develepimetet scree ccc hs ate Ee een oh ok one ee cc ean tae ra eee: 1,146,000 1, 138, 000 
Inventory of forest resources and land capability studies.................eeeececceeeee 626, 000 684, 000 
Combat of bemicek ouner 1niOstation 2.22 o. .. os wins vac staat, wind ates witle whl eee a oe 362,000 —- 
Preservation of Atlantic salmon, Saint John River, N.B............... ccc ccc ee cee eees 55,000 703,000 
Comimtnity iishing stages vr Couey Aang eae es, Gas aig nena Dh nee ed — 238, 000 
Combat Ghenrace ud wort ile sta Gin a ace sis! satis cele ho pute a Maar ee ele oegsenasallero nae aie “— 100, 000 
3,589,000 4, 263,000 
Indian Affairs and Northern Development— 
General services to Meakimogr os AS eer oad wa ee eect EERE tet 705,000 329,000 
Community development—on and off Reserves.............. cc cece cc ec cece csccscccses 427,000 402,000 
Bur and other resouncés: conser Vai tion ev anqedien oe eae ois ear teeth ee She 204, 000 257,000 
Roads on. and t6 Reserves 4. Serbo ae Oe Be rors o Pek COR PEs eo Pon bees Se 199, 000 374, 000 
Vocational and technical training and orientation courses for Indians.................. 195,000 131,000 
Social assistance and child welfare for Indians..............0..ccecssccccsusecsecscces 137,000 6,345, 000 
1, 867,000 7,838,000 
Industry, Trade and Commerce— 
Interprovitieial ad wertivibes.or). fies 8 es as a a a Se ae eee 260, 000 255,000 
PE EGTAS CT. WALA BUTS CLO cist as Sia cies oe Geode a yd ee aes ea eek tals acd ee 74, 000 73,000 
834,000 3828, 000 
Manpower and Immigration— 
Capital assistance in the provision of training facilities for adult occupational training. . 88, 360, 000 105, 950, 000 
Vocational rohapilitation of disabléd persone? .i3iciielc sce. pe eee § con Cok. EP cons 5,013,000 3,900,000 
Tetinia!l Bee beaten el Wane ee Mkts del iy Re lee et a i Ik da 1, 256, 000 3,500, 000 
DP anicipal Winter Works INCCNTIVG, co. 6s be ce he reece cence eee erase ev eek ae tae arenas 378,000 21,449, 000 
Apricot lturahmamnewersciftic . hy eck ed week ed. Cie. Ue ie tere Moe rei evi de: Bak 8 158, 000 190,000 
Programs under $100,000 (2 in each year).........cccccnecssenvccscccess SEAR 62,000 80,000 
95, 227, 000 135, 069,000 
National Defence— 
FEROS! TORE Oe Lk ate t's cine MEL Ce oe Hee Ake ee Ce ae Mee Gatees 2,983,000 3, 733, 000 
National Health and Welfare—(Note 2) . 
Hospital snsuraned and diewnostic SORVIGOS. . aim. 54 iu 550s e cds Chews as Lae Oboes 634, 047,000 560, 285, 000 
Canada Assistance Pinw?< 7). 226 Pee ee ay eas ee ee a Ne res 293,376,000 256, 806, 000 
BIOIRNY GNPR GH OS aa ends me etok Weed hee CEL oo saan ons Robe eee eu eee 180, 954, 000 32,966, 000 
Ent] Conte BPO ee aie one cibinds a pair’ Maes Meas: ae ie Se es 43,758,000 14,009, 000 
Hootie Beecurete SUR 5 os tenes cobs coer re eee hens coe Ue eee Sash cen TTR mee carne 34, 383, 000 33, 923,000 
General healthurran tebe. «i cacdases + Conese Soe 1tas « en ee os ae Ck eh 23, 271,000 29, 847,000 
LIISA LOCE CERO BIIG WON oc cant idg ex «Oa ) «a taba s OO BOR: CORE cae adie CEU EE ne renin 4,384,000 6,372,000 
Blind persons: allowantes } Are aS. A a, Cee as 1,830, 000 2,030,000 
ST UTE ESO TA Ei das ic i ge Sea ci i ad es ne eee a eel ee 1,587,000 1,649, 000 
Fitness and RMNatedr enor’... Pos Pee rs oe ee ee Os Pe Ree a eee, Peete eee eee tas 1,126,000 821,000 
A Sel aiaees amet tN shia a tts il cist es cia ls iki a Bie sah eee cle ed lee i ae eee 697, 000 3,336, 000 
TPG A yer Gd CRC a cc ae ee ROLE he Goes Gutta LA RE Dae CL TS ae ee 525, 000 860, 000 
Research and demonstration activities in the field of mental retardation.............. 488, 000 437,000 
Programa wader 3100000 (2 i Cats Vent). 6 iasas sos wes <uree eevee nd nk OWEN BEAR URE ee o nie 4,000 7,000 
1,220, 430,000 948,848,000 
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SUMMARY OF CANADA’S CONTRIBUTIONS TO FEDERAL-PROVINCIAL SHARED-COST 
PROGRAMS FOR THE FISCAL YEAR ENDED MARCH 31, 1970—Concluded 
Year ended March 31 
1970 1969 
Public Works— 
Uae RT PATE Bas hiner uncle We vcs sy iirw o's Sok Be eee ae ek STOW Le ea 26, 774,000 37,312,000 
Construction of highway in counties of Matane and Gaspé North, Que................. 1,104,000 2,435,000 
Reconstruction of Calumet—Bryson Bridge, Que........... 0... ccc cee cee cece cee ceceaes 107,000 210,000 
Programs under $100,000 (5 in 1969-70, 6 in 1968-69). .... 0... cece cece ee ce ee eee 129, 000 259,000 
28,114,000 40,216,000 
Regional Economic Expansion— 
Agricultural and Rural Development Act (ARDA)............. 0... cece cece cece cece 24,520,000 24,486,000 
Find tor Rural Meconomie Development (HRED) «.. ..sc.sccceyccccsencsecevseuebeses 22,186,000 9,514,000 
Shellmouth, Man., dam and portage diversion. ...6 630566060006 ccc ccd ddcccecsceecces 4,089,000 4,734,000 
Panis Caer Arie aL ro reOG WA lta dy, coeot ca cd Vek y ek bois aay pivot Veeieen bien be dered 341, 000 363, 000 
South Saskatchewan River irrigation and power project..............00cce cece eee eues 509, 000 1,141,000 
ee Nera TOOT, GAL co ei Bi civ ed eGk nak ss a nds is-ow acl Saleembieies eae 40,000 82,000 
51,685,000 40,320,000 
Commitments of the Atlantic Development Board— 
er eM OE eS Os 6 tons We aucune chcanale og cca Sens aaitaiaiy Od aw ¥ awe EE ee ok 6, 647, 000 18, 366, 000 
Lhermal power plant; Trenton) Nis eee ieee sh eds pee dl ie Nua 22 dete emriee os 3,480,000 6, 058, 000 
ee AARC AATEC ED CnC ier om. Meme ce ee che Gass Si Bia bigila el acal nie st lena 2,377, 000 1,358, 000 
Water supply and sewace Systems... Jssr corres eed ocd det sealed dasedsoas oi eeree 2,077,000 3,023,000 
DIG OMe, BN anGeristlatione ort cc lncepe dang-eh dan ohlsies beans ooo agus. cb.s lk Med ou 1, 943, 000 348, 000 
DN CUSUTIad TOE LACLITIGS. oN ee Tics ou cs chee ees e eee CaS Ue Ore ee ay 618, 000 982,000 
SP at OL ONSOL eV OlOD ION Ge, A. CIR Cebe te Ue A ates le. as oon oles oe bees Hoe 213,000 24,000 
Construction of highway, Long Harbour to Argentia—Placentia area, Nfld......... 173,000 474,000 
Special housing assistance to residents of Bell Island, Nfld........................ 139, 000 143, 000 
Mobility assistance to residents of Bell Island, Nfld.......... 0.0... ccc cece ee cece 135, 000 73,000 
Gr ceili 1 ASRIs tance RO INGUSLIV St frase cS cc's oe a een oe cate ede de stews dae eines bees — 1, 200, 000 
Confederation Centre, Charlottetown, P.E.1...... 0.0... ccc cc ccc eee cece eevee — 279,000 
Mlectric frequency standardization, Nid... ..:.cecsscsccsccsncocvedssveccnevess = 181,000 
DEST UEUIAO UMION BLU Violen «oor te 5 oe nies AEA T CELINE TS LET E Le EASA RE EDEN SAOEN EIDE: —— 125,000 
Paving access roads to selected fishing ports.............. ccc ccc cec cece cecescees - 119, 000 
Programs under $100,000 (2 in 1969-70, 7 in 1968-69).......... 00... ccc cee cee cence 9,000 200, 600 
17,811,000 82,953,000 
Secretary of State— 
Poet BeCORCAry GUUea LION (NOU OT hss nice delod sds ol PIAS OEE oI SEITE ORI PER SELIG R 301, 433, 000 276,600,000 
vioakesvetek 25 WUE 8 geny CC aS ee aia nh fer lage ed AL al ae ee ae Me ied Sa ate Leet ee D 1,435,000 4,270, 000 
Citizenship and language instruction for immigrants...............0c cece ee cence eeeaes 371,000 486, 000 
PEE yee OTe SLO RUBS 0 oes AG I Oe ee em, ee ae ee een ge ee a re ae 131, 000 — 
eee IY ClO ayn as ns at acts ae ae, te ae 1s Neate cs sae Keele ulm 4 eee &9, 000 —- 
803, 459, 000 281,956,000 
Transport— 
RCE ne re he Otte fr eS As ee Gd a Bee OA Ped Dee OE eee MERA eee Rete ee 9,063, 000 2,927,000 
Losses on the operation of public housing projects............. ccc ee cece cece eee enes 5,451, 000 4,419,000 
National Harbours Board—Construction of retaining wall along banks of St. Charles 
Bye a ee err Ait ee omens 1k are, ns aoe art ented elas O ilar cee ae Basa ghar ere tae 964, 000 232,000 
Construction of high-level bridge, Trent River, Ont.......... EAN yae a TR eine reese — 350, 000 
Proeriine tacer S10) 000 Ul in ach Wear) seek (uc ov kay bu nee ooh veh ip anee eed dara Ae eee 5,000 16,000 
15, 483, 000 7,944, 000 
Treasury Board— 
CMTC. BIOL TATION SERVICES. 500s sda bau Oo Woah ae ee nd oO ee eles Aa eee vemos 373,000 348, 000 
$ 1,750,065, 000 $ 1,509,966, 000 
NOTES: 


(1) The expenditures shown are direct costs only and do not include federal administrative expenses. 
(2) Not included in the expenditures are tax abatements and tax equalization payments of $470,185,000 in 1969-70 and 
$426 ,676,000 in 1968-69 to the Province of Quebec, following its election in 1965 under the Established Programs (Interim 
Arrangements) Act, 1964-65, c. 54, to wholly administer and finance certain standing programs. These programs are 
hospital insurance and diagnostic services, Canada Assistance Plan, disabled persons allowances, old age assistance, 
blind persons allowances, unemployment assistance and certain aspects of general health grants. 
(3) In addition to the expenditures shown under Secretary of State for post-secondary education, there were tax abatements 
and tax equalization payimente to all provinces relating to post-secondary education, totalling $336,517,000 in 1969-70 


and $277,937,000 in 1968-6 
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APPENDIX 3 
SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 
FOR THE FISCAL YEAR ENDED MARCH 31, 1970 
(with comparative figures for the preceding fiscal year) 
(in millions of dollars) 

1969-70 1908-00 «i ieee 

PSR AL LOS MACE UREN ac cic ns Ba Seo ee RN TE eee EOE oars ENS VERN Ge Ee Ue TURE $ 2,466.6 $ 2,260.2 $ 206.4 
Other perponnGlcostaye: G28. 20. ooo gas Pane sn awed bead ba beceda see cater 474.7 401.6 73.1 
Wransnortation ANd COMMUNICATIONS... oc cscsccenccasksedees cease caw ches cuamen 293.3 258.5 34.8 
EUIOUTIAGION, 5 0 ds vin Qi ens aneand ceAen yada hb one bescides 5 a.0 dee meena 34.6 29.2 5.4 
Protogsional Gnd Special SErviCGS ovessc cs ccc decs scececcecheccdesvorecuacatoeues 384.4 271.6 112.8 
ROHtale veda seereeeslaccevescavecesreises sevsees Soa dguuesavare? ¢eemuamrene 83.2 69.1 14.1 
Purchaser vepair andumikoene Wo hie cae cece es cake eae cee caves ue eb ee eee 145.3 226.8 —81.5 
Utilities, materials, supplies and livestock............ ccc. cc ccccccccccccecceees 333.6 281.2 52.4 
Construction and acquisition of land, buildings and equipment.................. 336.6 344.3 eal cts 
Construction and acquisition of machinery, equipment and furnishings.......... 327.3 374.9 —47.6 
Grants, contributions and other transfer payments...........ccceececcccceeeess 5, 244.3 4,601.3 643.0 
Public debt charges...............e000% RODENT PRU RTeeechadaeredcey( cake cee sem 1,716.9 1,480.0 236.9 
AL OUAOrexpenltites el OEP eee es ee Maas Coe ees baa Cee dee Nee ee neces 445.7 441.3 4.4 
Less: Revenue credited to appropriations and expenditure recovered............ 355.2 301.0 54.2 
PLO? ROTA ORONO Bae MO ad dake hanks e 6450054 e Oa CR AReE REET T ae Rees $ 11,931.3 $ 10,739.0 $ 1,192.3 


NOTE: Additional categories of revenue were credited to appropriations, with parliamentary authority, in 1969-70 and the 
1968-69 figures for ‘‘Revenue credited to appropriations and expenditure recovered’’ and ‘‘Net total expenditure”’ 
have been adjusted for purposes of comparison. 


EXHIBITS 
(as published in the Public Accounts) 


Statement of Expenditure and Revenue for the fiscal year ended March 31, 1970 (with 
comparative figures for the preceding fiscal year).......... 00.00 eee c eee ee eee 


Statement of Assets and Liabilities as at March 31, 1970 (with comparative figures 
SVL ACU Ree TENG) con's pita bie gid ie Gro 61g A pisloce phe Soa bie} {6 sMmeMal actor Oot aE tleeeasie 


Summary of Appropriations, Expenditures and Unexpended Balances by Departments 
for tne tiscan yearjended March 31, LO70 ys oie oe asc vese 0.4 wise te * snc a 0.0 oo teeeee 


Summary of Revenue by Main Classifications and Departments for the fiscal year 
rane OWE fee tan ns ies cr Cangeni's es vad eae Peed ow 9. hs Web ena bm Bernie, ¢ 11 


Exhibit 1 


Exhibit 2 


Exhibit 3 


Exhibit 4 


THE GOVERNMENT 


(with comparative figures for 


Fiscal year ended 


March 31, 1969 


$ 


4 


eee 


286, 881, 349 


12, 830, 989 
319, 528,135 


13, 752, 965 


107,117, 783 
72,573, 868 


226, 166, 193 


1,479, 987,036 


867,115,872 
69,152,417 


2,416, 255, 325 


2,423, 060 
1,873, 952 


79,045, 963 
© 1,039,210 
266, 992, 760 
203 , 221,582 
16, 930, 785 


11,112,675 
125,435,370 


416,115,015 


1, 507, 694,827 


44,141,825 
208, 959, 112 


1,760,795, 764 


560, 186, 052 


1,102,445, 613 
1,662,631,665 


119, 970, 863 
18, 586, 762 
9,269, 629 
284,771,301 
180, 788, 714 


374, 240, 394 
148, 329, 094 


64, 183,123 
101, 755, 172 


66,374, 798 


478, 296, 458 
29, 763, 950 


314, 541, 206 
117, 786, 798 


226, 369, 907 
201, 203, 679 
427,573, 586 


10, 738, 956, 256 


—576, 112, 843 
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STATEMENT OF EXPENDITURE AND REVENUE FOR 
EXPENDITURE 
March 31, 1970 
ETUC ies |G duu is dod wee Tie Me Seale ee MACE eee OK Uo ww IO Wihe Ate ae WER TI ede ocr ee eae 383 , 833, 688 
COMET I A TIONS cies ais so eck etd oa Oh ee es AR EL Ub Mle DR etre Nie Oe Cae be MERE SG ee eee 13,428,715 
EE OMAN ae kab oe whe dala wh wien onan at ev ol hao ee ud ew Se ws oa So re ca ale ae 340, 515, 599 
COnGUINOT ANC LOOTHOTALS FTA IES co's Sut vo Fisk 4 eae wb ELIS See LIS Fone ee eee gn aera eae 16, 697, 483 
Ee GOreu Mies BH) KK CSOUTCES, bc cdie one se eae Rd Ae treet ve One Ce aw stot cre ee ee 120, 853, 553 
UO RECUR R Shs ui Lit Wiss ibieyese's ses we ala Wipumialh Pn ch bb cama ea tale aie eat ae Me ete ea ling 74, 885, 613 
PEE Pe CAA ak aut lace, a alclahhi gy aig a pinay Ga eae RUA iManage © Gata ted atieteeea feed Coweta 242,225,671 
Finance— 
PUblio debt Charwes . ijuocvs)clukininwie's jale Gidley ee cela a oe NL ee et Es hoes cy tole ba ee oe 1, 716, 928, 646 
Fiscal, tax-sharing, subsidies and other payments tO provinCeS.............ccee cence 932,420,487 
CHERLOE GORI a ea oe fe ase in cota eimai a rai rn tae pee Rat as oie 191, 774, 203 
2,841, 123, 336 
SURECE RG EOE cr CERO E ert sre INL MR ee cial el id ca ala LALAa witha gaara alee win la 2 ia peeere Yen dh ale al 2,865, 748 
PFS UC AHCO coo ec tlt a chats lire sachs eae Ny + Sipe ete ele Wierd es ieee ee ay, wach e anas na uae 2,154,849 
HIB ROriOd BNC POLeStle dccee ss ou ceue ohe RGR GES OCCT MCR es CL euy ae ee Ut Na wae oie Bee 76, 866, 896 
Governor General.and Lieutenant-Governor®s ......0.0s0scccececvesiabarebesovsrceddse sieves 1,124,040 ~ 
Jndian Affairs gna Nortnetn Development... (osc. ica cacace sacs «hoe voee dolce owes ceeaeeee 311, 434, 559 
PAcetey CU PAde ARC OMAMORCE, oi uincn lis Gb e Wile Galactus aise Bat wae Meg Re ee EUR ee are eee 296, 130, 133 
oD HS CLO as Wo x duane peg aca ees tie oer nes a © ee ee ee ee eee 19,661, 561 
SLUR Tey CULT yest eee eee ee SCPE at NF AL) oe SytShs fauebon cual ahem n PAL ii nraI ASU Dae sxcrtavarralit oalche dob eiie/'a oosvau oealtact atone ote ai met a oie 13, 141,651 
Unemployment Insurance COMMISSION.......... 6. c ecw cee c eee eeeeeece sence eens 142, 377,381 
DERDPO WOE GHC EI SPA GION coca ss ead Oe Pe ee Re Pak Ce Vane ICE Eee ee OETA ada uae ene 439, 510, 592 
National Defence— 
TCA SOE SCO ie oleae dea e eokce vk Mp he CAGE EOE CETL S 4 Lda Oe ME SEE as ace le 1, 541, 765, 353 
POIGHCE TESCALCH 19 HOLY Ns Ry I Pe OF Ra ee i ee A, 44,121,189 
OVERO AYRE Ok ai's k & oe eA 8 RRL BREEN Wie ho G4 ERR win Line aoe KRIS A phe ale eT 203,621,461 
1,789, 608,003 
National Health and Welfare— . 
GAIA LLONCAT CBE oo). cca etd gua ll kre 4 Ware IPR ant acea are Gel yaaa © uid. GRO eluee tals TMs Vine Ly See 560, 049, 929 
TEL CXDOCNGITUTOS 6 wis x ccns rss ty oom ntsia PAA Nous ahs ak aad WB cna cae eae UR el ec A deed ah .... 1,396,978, 609 
1,957, 028, 538 
National RE VENU6 oi cca ste Rees ee eee ee Cree LOE Ud OEE, Cee UA Jenene 144, 583, 159 
PAPUIAWIONE Log cine Goce Coe See CCT Ce er CURT she dd wk ce eo alae as ENG 22,988, 752 
Ee COE rc gk es ee ea ee ee Um ha Un wie ard Dear ame anita aioe 8 aaah We aan de arate ine Orang 11, 256,175 
RECO BE) dtc ein IP eank ca Git k ed Acie wane oe ies SeebScig ng ae elte een een me en tte Brats 288, 244, 033 
Regional Economic Expansion........ Wali Valine ala A ahato a: Win a eta ol ceeds ek aa ee nt eee ele 236, 060, 698 
SSGTATALY Oh Se Gren EAA gig ue A pun SER Mga late oa Oe bao ata eine era me eee Moa ee CL en ts 387,497, 162 
Canadian broadcasting Corporation. (005 os 50 ha oe ds vcd cn oo ok ee eee ene 166, 000, 000 
eft h ah Gee 2:4 Sees Mele Og ia gene PaaS ee RE ELL UN WM CaP Nn: PMR RSE AESILD SN Ch Aint tetera OECD bn 70, 820, 435 
eval Canad tan Mounted (Pouce, , oii oue ao cele ce iy opera dein ¥en oo ee aso ac ek cals 113, 263, 782 
PUY SNC TOU ICOE Fae eg ia waare eaten Bead a SO eaten aie nl eat ry eae ee er re) 80,820,561 
PE COUBUIOIG, 6555 oe ig Pr ee ee A ORES UE Eee pete aan Bie CO SIRS bat eiaras 4h Pataca 467,342,612 
Central Mortgage and Housing Corporation............cccccccccccccccescccsccccceees 43,590, 285 
LV GAMUNY ISORINL cha ln ee ee ely ics Aine BPC ES RPE Fe eae e ade ome 3 269, 443, 206 
INGEOUEL Hemearek: COmGll 2 yas hice Sok oo re ah a ee aes eee tnd Sait PAR 121, 651, 855 
Veterans Affairs— 
Pensions..... ArSERIRA Caen es Lu Sed MAREE ES REN ne ou Wd en ew RN MEME EL Gs OF ene a k's Oman s 222, 315,557 
CLDOF BYNONCItUTBE hy eae ei er ey © Sr Go hacen, ci kd I a tl aha Se le ioe 200, 043, 594 
422,369,161 
GUA OFOONTI OIE: vale te a us din Rn etesue we ceak Haak Gat Ae ete EE eee a ae 11,931, 289,475 
SRC ETARY GUrbINA OF GRUOE A ju; 5 cs., bax cules x seine hla Sa oa eee ee en ee Oe caer ts 392,555,874 
12,323, 845, 349 


10, 162, 843, 413 


S.S. REISMAN, 
Deputy Minister of Finance. 


H. R. BALLS, 
Deputy Receiver General for Canada. 


(This Statement is to be found on pages 7.2 and 7.3 of the Public Accounts, Volume I) 
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OF CANADA 


THE FISCAL YEAR ENDED MARCH 31, 1970 
the preceding fiscal year) 


REVENUE 
March 31, 1970 
Tax revenue— 
Income tax— 
ee pe eee... hss yale scan a ate ce Co IRR UN eels Sie he divers toenails aa Aen $ 4,085, 120,802 
re een re oy oR I RE Rg chance a oy lp Viana RR WON Yb mpke baka 8 2,611, 961, 028 
een COIViclOnans sINLEreSt, OLC., BOINM ADTOAG......c00 5500 ccnscvssccvscea dbduvetie shee 248, 511,376 
EO IOI IONE Laker) col. he, aire Peete Se eel eee ees wee ee bed beedbaseus 476, 500, 000 
Excise taxes— 
ee ee ne ac ss eek rire ba e's peace ae pk ee eo cane cade dap hale Sapa EWE 1,716,899, 405 
NOR ee oy EE ac ss oo occ haere pws a keine oe ore oi0.0 athe PORE Lean 378, 423,511 
nea ERAT MLIO Be. 6 iis 51 ad sie. 5 0's are. WGlaip sa ebe a OS td a dio, SRE «ahnein NL ee 818, 282, 786 
Bee Le Es aa so us Sy Gioce aioe vi dvs 46 HERI es caleln « GEN « ca eero ee, lage 518, 844, 479 
Ree Ge eet men ret nea. il ikea tir ao re iskh soo Ao © oe eke eh ceaET ce Cr eee ne. oe 100, 630, 908 
Di Ree re ae neg ok gala gk ac sca k/o'ein eco at ONE a ere ANG CEMRURS, PTR earn oir 250,770 — 
10,955, 425,065 
Non-tax revenue— 
De eR CAUTION rd oe ok ag PAR a Mia kis rase ek todo nonram icl moelenrn Gd & CRAM apd a eI bE 860, 031, 744 
Pee Ct st al KCVONUC Hern. ea ce snc e nn ee sin eaacks niece cesses sad ee soma s Catone 354, 752, 869 
(OroIe Or DICVIOUE SEATS CXPONCGICUFO).00.. 06. cede een edu s wnye oom blA CW eUleNd ohn 29,727,570 
Rarer Cen ICO Lee ae ee ein AEN ce ater MLL oa ge wo bak acon b i ws 21,939,979 
Proceeds from sales................ SEN SAPARD a eis: ni cte CRON wy AUR Y Ah pan Matataleas t Biates 16, 684, 875 
PATTY C CS MICCNCES AIK OTIitS. deed co's Chew on ks 0 os 4 eae Ae ee ER a aa I 29, 684, 378 
Pee COCO Cr ee) eR ea ee Sie oa ce bo ba och cay ob 550 se nigh oe eh tb anes sa. 19, 939, 895 
DR te OG ACOSO NAN DO Fane 6 6 iio sc. oigseiuse sip aierds ol nie Mibeay ae aie da vie x baa Male ee el 11, 032, 636 
BN eC Nie ae ett gg AR REIS og Woks ido fotos; wa ss'n've ce dns bw emiinain 8 HE DUM ce Oe IONS 24, 626, 338 
1,368, 420, 284 
(1) Excluding tax credited to: 
1969-70 1968-69 
Old age security fund— 
Personal income tax............... $1,026, 500, 000 $915, 000, 000 
Corporation income tax............ 227,100,000 183,000, 000 
MOR TAX: poe ce 8G oars «3. coe con 577,441, 269 528, 121, 864 
Peete OY CC ee gs oe the cc See cae ee ee Ce KC AD Capi ate ns UR), 6 6 6 SAREE SUNS 12, 323, 845, 349 
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EXHIBIT 1 


Fiscal year ended 


Auditor General’s Certificate 


The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
obtained all the information and explanations I have required and, subject to the comments in my report to the House of 
Commons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance and 
that, in my opinion, it exhibits a correct view of the expenditure and revenue of Canada for the year ended March 31, 1970. 


A. M. HENDERSON, 


March 31, 1969 


$ 3,356,430, 988 


2,030, 040,413 
205, 566, 003 


63, 000, 000 


1,569, 840, 938 
377, 864, 893 


761, 681,095 
509, 287, 828 
112,377,045 


249, 889 
8, 986, 339, 092 


697, 226, 762 
288, 441, 169 
23, 665, 099 
25, 203,373 
17,198, 396 
32, 648, 165 
74, 764, 059 
515, 452 

16, 841, 846 
1,176,504, 321 


10, 162, 843, 413 


Auditor General. 
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11. 
12. 


13. 
14. 


15. 


16. 
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ASSETS 
. Current assets— 
(a) Casly, echedule-A, page Boy. 15 os ER GA AES ee 
(b) Securities held for the securities investment account at amortized 
GCOS Ge aise s cles eee Tee TE: & storie tela Faterta las totes Is lela Solotode Miemeremahee Bie wtatos Mie 
(c) Other current assets, schedule B, page 9................ eee eees 
. Departmental working capital advances, schedule C, page 9.......... 


. Cash, in blocked currency, schedule D, page 11....................4.. 


. Advances to the exchange fund account—(value of investments from 


advances on basis of official parity rates: March 31, 1970, 
$3,250,682,155; March 31, 1969, $2,897,282,289).............. ce eeeee 


. Investments in United States dollar securities issued by other than 


the Government of Canada—Columbia River Treaty............ 


. Canada pension plan investment fund, schedule E, page 11............ 
. Investments held for retirement of unmatured debt.................. 


. Loans to, and investments in, Crown corporations, schedule F, page 11 


Recovery likely to require parliamentary appropriations......... 


. Loans to national governments, schedule G, page 18...............005 


10. 


Other loans and investments, schedule H, page 14— 

(a) Subscriptions to capital of, and working capital advances and 
loans to, international organizations SRA, OS Sc OE I 

(b) Loans to provincial POVEINMIONIS, 0.01225 saree timer eee ess wees: 

(c) Municipal development and loan board advances................. 

(d) Veterans land act fund (less reserve for conditional benefits)...... 

(6) — MEIBCOUANO@OUB occ acces sesuns seep sien cs o's RORerelss eco ceee® 


Securities held in trust, schedule I, page 18...............ecccceeecece 


Deferred charges— 

(2) Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account............eeeeeeeeee 
Public service superannuation account.............0cee cee eeee 
Royal Canadian Mounted Police superannuation account..... 

(6) Unamortized loan flotation costs, appendix No. 7, section 10, 
page 17 


ee ee eerere er eeeseeeeeese ere eeoseeeeseeereseeeesreeeereeeeeeees 


STIL BRABUS, ooo 5505 bx aitias nmin ereunnuscul e UAL eae aaa 
Inactive loans and investments, schedule J, page 19...............005 
"GUA ROUULOG GneOItl oes os a eee ea er erie eater ees 
Less: reserve for losses on realization of assetS............00ceeeeeeees 
Net recorded assets.......: aiden ba cir S TOG Demet ate ee ee 


Net debt, represented A excess of liabilities over net recorded assets, 
schedule K, page 1 


eee e wee eee eee eee ee eeeseeuseeeseseeeeeeeeeoeeee 


March 31, 1970 


$ 1,030,431,060 $ 


97,369, 756 
43,613,799 
1,171, 414,615 
200, 962, 264 


4,119 


3, 220,399, 866 


58, 041, 661 
2,832, 734, 000 
13,817,571 
9,485,078, 524 
,451, 624 
9,634,530, 148 


1,327, 927,779 


1,047, 038, 157 
319, 649, 195 
272,776, 567 
472,078, 796 
222, 041, 299 

2,333, 584,014 


114, 363, 168 


254, 805, 600 
283 , 708, 400 
29, 282, 800 


182,798, 793 
760, 596,593 


1 
94,824,381 


21,753,199, 180 


— 546, 384, 065 


21, 206,815, 115 


16, 943, 282, 116 


38, 150, 097, 231 


THE GOVERNMENT 


STATEMENT OF ASSETS AND 
(with comparative figures 


March 31, 1969 


884,933,108 $ 


44,426, 807 
52,013,769 
981,373,684 
188, 871,332 


1,913,820 


2,867,000, 000 


90,329, 161 
2,022, 947,000 
6,377,372 
8,514,829, 613 
252, 965, 686 
8,767,795, 299 


1, 269, 212, 533 


999, 123, 550 
270,328, 270 
281,312,386 
421, 668, 258 
141,907,731 
2,114,340, 195 


111, 466, 006 


242,691, 200 
186, 486, 400 
20, 720, 200 


163, 458, 374 
613, 356,174 


1 
94,824,381 


19, 129, 806, 958 


— 546, 384, 065 


18, 583, 422, 893 


17,335, 837, 990 


35, 919, 260, 883 


The notes appearing on page 6 are an integral part of this Statement of Assets and Liabilities. 
H. R. BALLS, 


S.S. REISMAN, 
Deputy Minister of Finance. 


Net increase 


or decrease (—) 
during 1969-70 


145, 497, 952 
52, 942, 949 
—8, 399,970 
190,040,931 
12, 090, 932 


—1,909, 701 


353, 399, 866 


—32, 287,500 
809, 787, 000 
7,440,199 


970, 248, 911 
—103, 514, 062 
866,734, 849 


58,715, 246 


47,914, 607 
49,320, 925 
—8, 535,819 
50, 410, 538 
80, 133, 568 
219, 248, 819 


2,897, 162 


12,114,400 
97, 222,000 
8, 562, 600 


19, 340, 419 
137,239, 419 


2,623, 392, 222 


2,623, 392, 222 


— 392, 555,874 


2, 230, 836, 348 


Deputy Receiver General for Canada- 


(This Statement and the schedules and pages referred to therein are to be found in the Public Accounts, 
Volume I, Section 7, except where otherwise indicated) 
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OF CANADA 


LIABILITIES AS AT MARCH 31, 1970 
as at March 31, 1969) 


LIABILITIES 


283 


EXHIBIT 2 


Net increase 
or decrease (— ) 
during, 1969-70 


March 31, 1970 March 31, 1969 


17. Current and demand liabilities, schedule L, page 20— 


(aq) (Rare ta nae CNBCUES cic hs eee e's oe oes eee DU ek on ba eee ees $ 515,879,534 $ 502,541,222 $ 13, 338, 312 
(b) Accounts payable (that portion paid in April of the next following 
peer) Rees atone. Bey See eee oes» shes Jo opaies is EWE oe HERE Ne A 602, 615, 259 470, 161,879 132, 453, 380 
(c) Non-interest-bearing notes payable to international financial 
Ee a GR Ete hE Oe, 2 eA CO Ah a eee et 379, 065, 400 601, 008, 062 — 221,942, 662 
(d) Allocation of special drawing rights...............ccceescceececes 134, 399, 866 134, 399, 866 
(OR Matron Gebpt outstanding. i008. 8 . CU es ile ns oe see 21,224,214 39, 707,891 —18, 483,677 
(J)  Anterest ote ane outstanding): 00... PBR ac ccs See de cn ceed 161, 642, 454 162,914, 862 —1, 272,408 
(2) Seen BCCI NO ee oe A Reals. 5 a pate anak Goes dla eeack 434,022,517 399, 433, 074 34, 589, 443 
(hy PORMOT Cre OLIGO iis caso ds sia ss > ysinly sinios eels se sdghwes veces 58, 361, 351 43,320,591 15, 040, 760 
2,307, 210,596 2,219,087, 681 88,123,014 
18. Deposit and trust accounts, schedule M, page 22.............seeeceees 491,881,909 511, 842, 589 —19, 960, 680 
19. Annuity, insurance and pension accounts, schedule N, page 26......... 12, 184, 504, 443 10, 520, 062, 593 1, 664, 441, 850 
20. Undisbursed balances of appropriations to special accounts, schedule O, 
ESS Sent tay eegiic i: Bento dege erie a ieee Pace! ptt Alle, iy PR eae 273, 398, 077 235, 508, 025 37,890, 052 
Zl. FUORUR ae CarpOLauion TAK es 5 oes 55.4.540 < vine venice Newvees vase cueead 38, 148, 275 140, 806, 087 — 102,657,812 
22. Provision for compound interest on Canada savings bonds, schedule P, 
BO Te eo ow POR BE os bce Desh Adlon dees cccasdesasanes 20,301, 180 12,421,176 7,880, 004 
23. Deferred credits, schedule Q, page 27.........ccccccccccccccccsscecee 192, 928, 440 174, 325, 834 18, 602, 606 
24. Suspense accounts, schedule R, page 28..........cceeccccccccccccvcces 4,584, 083 4,249,291 334, 792 
25. Unmatured debt, schedule S, page 29— 
CQ re ee ee, © ts RE SERRE 5 5 so sie BARR DTG Bile oss csdees dees 19, 742, 140, 229 19, 260, 957, 707 481, 182, 522 
CD) Se L1G, WS «2 SO otha cfu 5k os « 016 Tilo Heldlo dullive so 0008 0'0 2,895, 000, 000 2,840,000, 000 55, 000, 000 
22,637,140, 229 22,100, 957, 707 686,182,522 
Norte: 
The indirect or contingent liabilities of the Government of 
Canada, consisting of railway securities guaranteed as to principal and 
interest $1,050,475,986; other guarantees of $8,710,097,000; together 
with certain indeterminate guarantees, are listed on page 96. 
Totartiabilities!?. TSR SARA Ve Aaa 38, 150, 097, 231 35, 919, 260, 883 2, 230, 836, 348 


Auditor General’s Certificate 
The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
obtained all the information and explanations I have required and, subject to the comments in my report to the House of 
Commons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance and that, 
in my opinion, it exhibits a correct view of the financial position of Canada as at March 31, 1970. 
A. M. HENDERSON, 
Auditor General. 
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EXHIBIT 3 


SUMMARY OF APPROPRIATIONS, EXPENDITURES AND UNEXPENDED BALANCES 
BY DEPARTMENTS FOR THE FISCAL YEAR ENDED MARCH 31, 1970 


Unexpended Balances 


Section ae ) 
Se Department Appropriations Expenditures ae Cm 
forward”) 
$ $ $ $ 
1 PPTICUITOTO Took eas eee ae Cae C eee cs eke e eres 389 ,389 ,617 383 ,833 , 688 5,555,929 
2 MOTD A OAT IONS. ones cic Gs Wane vedas See ne 375,767,160 353 , 944,314 21,822 ,846 
3 Consumer and Corporate Affairs................. 16,911 ,961 16, 697 ,483 214,478 
4 Energy, Mines and Resources..............-2+08- 203 ,373 , 280 195,739,166 7,634,114 
5 VixternalcAtinire en. evn i BROS. MONT (2) 257,215,257 fo. 242. 2256674 4,852,457 10,197,129 
6 HIN AN COMME ee inns 5 bs sche ra Atle ee olanetereterees 2,846, 780,018 2,846,143 , 933 336,085 300,000 
7 Fisheries ana Forestry oly esse tee re i ks wentebs 77,829,199 76,866 ,896 962 ,303 
8 Governor General and Lieutenant-Governors.... 1,171,956 1,124,040 47 ,916 
9 Indian Affairs and Northern Development....... (3) 312,281 ,054 311,434, 559 650 ,373 196,122 
10 Industry, Trade and Commerce................. 320,860,510 296 , 130,133 16,692,611 8 ,037 , 766 
11 JUSTICE Sees See os occ eae O ee ea ceo cee 20,023 ,915 19,661 , 561 362 ,354 
12 Lea bourse Tae, < R  e e S. 155,996 ,894 155,519,032 477 ,862 
13 Manpower and Immigration..............0000005 (4) 461 ,629 ,470 439 510,592 6,805,212 15,313 ,666 
14 National efengeuw. : . :.s« Yonder es «tae « case 1,793 ,352,675 | 1,789,508 ,003 3,844,672 
15 National Health and Welfare.................02: 1,959 917,901 1,957 ,028 , 538 2,889 ,363 
16 NAVIODAR REVENUE: Lescacs poe e sex de ee nde eae eee 145,114,947 144, 583 ,159 531,788 
‘bj Parlia mente cer ccuc lm cc. ohh ses wie acetate csole ne ee ee 23,115,428 22 ,988 ,752 126,676 
18 Privyi Coeutieitivw\« io. 3b Ries Phe 11,755,070 116256,175 498 ,895 
19 Public Workseoers. 604 Tae. OI 317,541,300 288 , 244 ,033 29 , 297 , 267 
20 Regional Economic Expansion................6+. (5) 249 , 709 ,391 236 ,060 ,698 13,434,001 214,692 
21 SIP OPGELA ES OE RTOS Scien acre Powe Sin Ae ins en ee ee (6) 555,005 ,008 553 , 497 , 162 1,084,123 423 , 723 
22 SEMICECOT CPOMOTAL ote no. ast ckasaatds 4 hos ace oh ake 187 ,429 ,126 184,084,217 3,344,909 
23 Sapply Aid WeOrvicese. oncak ook eh AR eee hee 82,274,904 80,820,561 1,454,343 
24 RETA SDOL Ue weiss Seu tcaf ideas ts ces re nai, bee RE odes en a 536,195,677 510, 932 ,897 25,262,780 
2077 "PROOSUEY © OG0 fe ukvin ls SE URN aR 6:00:03 ott areieen 394,614,617 391,095,061 3,519,556 


26 IN OLOTADS ATIGINS Powe e NIN. 6 a0 cine nnes downed 426 , 404,139 422,359,151 4,044,988 


12,121,720,474 | 11,931,289,475 | 155,747,901 34,683 ,098 


() Available for expenditure in subsequent fiscal years: Department of External Affairs vote 35, 1969-70 $10,197,129, Depart- 
ment of Finance vote 4b, 1969-70 $300,000, Department of Indian Affairs and Northern Development vote 30b, 1967-68 $196,122, 
Department of Industry, Trade and Commerce vote 36b, 1969-70 $8,037,766, Department of Manpower and Immigration vote 10b, 
1969-70 $15,313,666, Department of Regional Economic Expansion vote 100a, 1967-68 $214,692, Department of Secretary of State 
vote 2b, 1968-69 $423,723. 


(2) Includes $2,394,297 carried forward from vote 35, Department of External Affairs 1968-69 appropriations. 


(3) Includes $516,671 carried forward from vote 30b, Department of Indian Affairs and Northern Development 1967-68 appro- 
priations. 


(4) Includes $434 carried forward from vote 6b, Department of Manpower and Immigration 1968-69 appropriations. 
(5) Includes $489,605 carried forward from vote 100a, Department of Regional Economic Expansion 1968-69 appropriations. 


(8) Includes $153,889 carried forward from vote 1b and $2,611,642 carried forward from vote 2b, Department of the Secretary 
of State 1968-69 appropriations. 


S.S. REISMAN, H. R. BALLS, 
Deputy Minister of Finance. Deputy Receiver General for Canada. 


Auditor General’s Certificate 


The accounts relating to the expenditures as set forth in the above Statement have been examined under my direction and: 
subject to the comments in my report to the House of Commons, I certify that, in my opinion, the Statement gives a correct 
summary for the year ended March 31, 1970. 


A. M. HENDERSON, 
Auditor General. 


(This Summary is to be found on page 8.2 of the Public Accounts, Volume I, and the sections referred to 
therein are those in the Public Accounts, Volume II) 
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